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The profession of public accountancy is a much older one than 
many people imagine. If one would get an idea of its age and 
scope he would do well to read the interesting, exhaustive, and 
indeed monumental work published a few years ago entitled “A 
History of Accounting and Accountants” by Mr. Richard Brown, 
C.A., of Edinburgh, the Secretary of the Board of Examiners in 
Accountancy of Scotland. In reviewing this book, the London 
Spectator declared that Mr. Brown had established the claim of 
accountancy to be regarded as a learned profession. 

In a lecture which I delivered at the University of Illinois in 
1906,* I drew attention to Mr. Brown’s work and was largely 
indebted to the information it gave me for the brief historical 
review there attempted. This is one of the works that the student 
of accountancy should if possible read at the outset of his studies, 
as it will enable him to compass a view of the past and present 
boundaries of his future profession, such as it would be difficult 
for him to obtain in any other way. 

It will be seen from this historical review that the present 
position of the profession of public accountancy is the result of an 
evolutionary process which has adapted an ancient art and science 
to a later environment. In the application of capital to purposes 
of reproductive employment, the tendency for some years has 
been to the co-operative rather than to the individual form of 
” * Published in the Journal of Accountancy for July, 1906. 
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enterprise. Mill, in his work on political economy, says “produc- 
tion on a large scale is greatly promoted by the practice of 
forming a large capital by the combination of many small con- 
tributions ; the advantages of the joint-stock principle are numer- 
ous and important. But if we look to the other side of the 
question, we shall find that individual management has also very 
great advantages over joint stock. The chief of these is the much 
keener interest of the managers in the success of the under- 
taking.” This latter assertion is based on a well recognized 
trait of human nature, and the principle which Mr. Mill enun- 
ciates would be true whether the contributions were large or 
small, and would be applicable to the conservation for reproduc- 
tive employment of the wealth of others in any form. 


Accountancy has been defined as the art and science of 
business advice and administrative control, and the periodical 
independent review by competent professional advisers cannot 
but have a beneficial and bracing effect upon the internal manage- 
ment. We hold that even where an enterprise is individually 
owned and controlled this external examination is highly desir- 
able; much more then is it desirable when those in authority are 
trustees for the savings, investments or property of others. In 
the complex organization of society as it now exists, these con- 
ditions are apparent not merely in the activities of trade, but in 
many other forms, as, in addition to trading corporations or 
partnerships, estates managed by others than the beneficiaries, 
estates in bankruptcy, executors and administrators under wills, 
trust companies, banks and insurance companies, etc. 


Enough has been said to show the importance of the modern 
profession of accountancy in relation to our present social needs 
and condition, and it is not surprising that in Great Britain about 
the middle of the last century it was felt that the time had come 
when the old haphazard course of training should be superseded 
by methods as onerous and effective as those which had long 
obtained and which every one admitted to be necessary in the 
case of law or medicine. These considerations led to the found- 
ing of the British chartered societies ; and it became certain that 
in America, the same causes being at work, the same result would 
follow. 
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In October, 1894, there appeared an article in the North 
American Review by Mr. J. L. Reid entitled “A Much Needed 
Profession,” in which he drew attention to the high professional 
position occupied by the Public Accountants of Great Britain and 
the many and important duties they undertake. In the course of 
his remarks he referred to a report on this subject made by the 
American Consul-General at Manchester, England, to the United 
States Government, in which was said among other things: “The 
Chartered Accountants are regarded in England with great con- 
fidence and favor. They are a well organized and specially 
educated class whose business consists in supervising the accounts 
of private firms, public companies, banks, etc. By paying a re- 
taining fee to a firm of Chartered Accountants, any one can have 
the books of any enterprise and the condition of its affairs exam- 
ined by an expert. I believe that a similar organization in our 
country would become most useful and popular. There is a wide 
field for its operation and great need of some better professional 
inspection in a multitude of interests both private and public.” 


This condition which the Consul-General deemed so important 
has been brought about. 


The New York Certified Public Accountant law was passed 
in 1896, and Pennsylvania, Illinois, Maryland, California, Wash- 
ington, New Jersey, Michigan, Florida, Utah, Colorado, Con- 
necticut, Georgia, Louisiana, Ohio and Montana have now 
adopted similar legislation, while in some other states bills are 
pending. An inspection of these various statutes shows that as 
regards the examinations, the requirements are very similar. 
They usually demand as a necessary antecedent to admission to 
the examinations, a high school education or its equivalent, and 
comprise papers set in these four subjects: Theory of Ac- 
counts, Practical Accounting, Auditing, Commercial Law. All 
the acts contain what are called ‘“‘Waiver Clauses,” which provide 
that those accountants who have been practicing on their own 
account as public accountants for a certain number of years prior 
to the passage of these statutes, and who apply within a given 
time after their passage, may be granted the degree of Certified 
Public Accountant without examination, if in the opinion of the 
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Boards of Examiners their qualifications are such as to make 
this reasonable, and it is true that at the present time the vast 
majority of the Certified Public Accountants of the United 
States have so received their diplomas. It is also true that the 
great majority of the candidates who have taken the examinations 
have failed to pass them. In Great Britain the average of fail- 
ures is about forty per cent., in America from fifty to seventy- 
five per cent.; and the cause of this I believe to be the defective 
training and preparedness of the American aspirants, their 
ignorance of the scope and importance of the profession of 
public accountancy, and the notion which many of them seem to 
have had that the degree of C. P. A. was an attractive and 
high-sounding title which was primarily designed as a decoration 
for more or less competent bookkeepers. 


The American examiners have from the first established and 
maintained a professional standard second to none in the world, 
and the consequence is that the American degree is now known 
and highly esteemed all over the world. If in deference to a 
certain and, I believe, passing clamor, this standard were to be 
lowered, the result would simply be that the best work of the 
profession would be performed by foreign accountants, as the 
business man when it becomes a question of obtaining pro- 
fessional advice is naturally resolved to get the best he can find 
and does not care two straws whether it is furnished him by 
America, England or Central Africa; and accountants have not 


-and probably never will have a professional national monopoly in 


the nature of that enjoyed by lawyers and doctors. Given equal 
professional knowledge, the American accountant in meeting 
competition ought to be in a better position than the foreigner, 
through his greater familiarity with the business needs and con- 
ditions of his country, but without this equal knowledge his case 
is hopeless. 


It is in the hope that the experience of one, who has himself 
passed through the examinational ordeal, might not be without 
assistance to those who in the future may have the intent to 
essay it, that these articles have been written, and he cannot do 
better than proffer to them the advice of Lady Macbeth to her 
husband : 
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“Tf we should fail? 
We fail! 
But screw your courage to the sticking place 
And we'll not fail.” 


A HicuH ScHoot EDUCATION oR ITS EQUIVALENT. 


It has been said that there are three kinds of aristocracies, the 
aristocracy of birth, the aristocracy of wealth and the aristocracy 
of culture, and that the most exclusive of these is the last. It 
sometimes happens that one in his own person will combine all 
three attributes, or they may be found in different individuals in 
varying proportions. Culture has been defined by one of the 
great thinkers of the last century as “knowing the best that has 
been thought and said in the world.” It is really a very demo- 
cratic thing, since it is open to any one who, given the natural 
aptitude and ability, can read. Epictetus and Marcus Aurelius 
Antoninus were both men of considerable culture and as such 
were on a footing of equality, yet one was a slave and the other 
an emperor. No one, | take it, would dispute that Wordsworth, 
whose income was for many years a very small one, was the social 
equal of the wealthiest land-owner or merchant of his time. 


In this country we have the remarkable instance of Lincoln, 
whose dispatches and State papers the London “Spectator” some 
time ago said were models of classical English, and whose famous 
Gettysburg speech will be prized for its artistic beauty as well as 
for the sentiment it expresses as long as the English language 
endures. 


It is only in a corrupt and degraded state of society that the 
satirical assertion of Juvenal will be true: 


“Quantum quisque sua nummorura servat in arca 
Tantum habet et fidei.”’ * 


A few days ago, I called on a client, a member of a well 
known manufacturing firm and a graduate of a famous eastern 
college, and in the course of an hour’s pleasant chat, we discussed 
the decimal and duodecimal systems, “La vie de Bohéme,” the 
relative merits of the German and Italian operatic schools, and 
the “Data of Ethics.” 


*As much of money as any one has in his coffer, he has also so much of esteem. 
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To illustrate my point, let us assume that your client has more 
money than you have, but that he is a man of culture as well. In 
this case, it is certain he will think more of his culture than his 
money, and he may do so without unduly despising the latter. 


Now a professional man in approaching his client must avoid 
either of two extremes. He must not go to him with bated 
breath and whispered humbleness, neither must he assume the “I 
am as good as you are” air of the ignorant and offensive lout 
who betrays in every word and movement his innate sense of 
his inferiority. He must have that sensation of pleasant ease, 
modest confidence and genial sympathy which one gentleman 
feels in the society of another. On the hypothesis he has not 
wealth, how then can this condition exist if he is without culture 
also? Further, there is a strong presumption, and the history of 
mankind goes to prove it, that the man of culture will be the 
man of honor, and since the relationship that exists between a 
professional adviser and his client is an extremely confidential 
one, this is a factor of the highest importance. 


In some things we are wiser than our forefathers, but they 
knew a good deal more than certain moderns are inclined to give 
them credit for, and they very properly insisted on the pre- 
requisite of the foundation of a decent general education for 
professional technical study, and no doubt, if they had been 
asked for their reasons, they would have furnished an analysis 
somewhat similar to the one I have attempted. Of course, no 
one would contend for a moment that the high school graduate 
is, ipso facto, a man of culture, but he may be said to have at 
least passed through the entrance to the Elysian fields of knowl- 
edge, and their ways of pleasantness and ample paths rich with 
the spoils of time, lie open before him. And this brings us to a 
very important consideration: What of those who have the desire 
and the mental capacity for our profession and yet, perhaps, 
through untoward circumstances in their earlier years, have been 
deprived of the advantage of this important preliminary, a high- 
school education? Must it be said to them “All hope abandon 
ye of entering here”? Fortunately not, the laws themselves 
provide a way of escape, since the requirement of the statutes 
is: “a high-school education, or its equivalent.” 
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This matter of the “equivalent” I deem of considerable 
importance and one that, I think, will increase in importance all 
over the country as time goes on. What are the leading features 
of a high-school education? They may, roughly, be divided into 
five parts: some knowledge of literature, of history, of mathe- 
matics, of three languages other than one’s own—of which Latin 
shall be one, and of science. Now, if a man has been so unfortu- 
nate as not to have learned Latin in his youth, we can hardly ex- 
pect him to open a grammar and begin with singular nominative, 
mensa, a table, genitive, mensze of a table, or with other forms 
of knowledge which, while appropriate enough for a child ten 
years of age would scarcely be suited to his more mature under- 
standing, and the query arises, what sort of an examination shall 
we set him? 

I have intimated to the University of Illinois, and I am pleased 
to know that the suggestion has been favorably received, that 
this question of the “equivalent” examination should be seriously 
considered ; and, in a tentative way, I would venture to indicate 
the curriculum which | think might be covered by the test we are 
discussing. Bearing in mind that, leaving out languages, the 
principal instruments of general culture are literature, history, 
science and philosophy, might we not consider the following 
works and subjects? 

Literature: The writing of a short essay, a play of Shake- 
speare, a book of Paradise Lost, Bacon’s Essays or an English 
translation of Montaigne, Herbert Spencer’s Literary Essays, 
Taine’s English Literature and Matthew Arnold’s Culture and 
Anarchy. 

History: A short history of Greece and Rome, Allison’s 
Epitome of the History of Europe, Green’s Shorter History of 
the English People and McMaster’s School History of the 
United States. 

Science: Darwin’s Origin of Species, Tyndall’s Fragments 
of Science, some Euclid and algebra (or, as a substitute, at the 
option of the candidate, Mills’ Logic), Mills’ Political Economy, 
and some work on physical and commercial geography. 

Philosophy: Plato’s_ Republic, Aristotle’s Politics, and 
George Henry Lewis’s History of Philosophy. 
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These are all interesting books to peruse, and if it be said that 
one would not have the necessary leisure, think how much time 
is wasted by the ordinary human being in the reading of ephem- 
eral matter, and to what respectable proportions the little accre- 
tions added from day to day and gathered in the street car, the 
railway train, the luncheon hour and the evening at home, will 
swell in the course of a year. 

Should a candidate already possess a sufficient knowledge 
of some one subject usually included in the high-school cur- 
riculum, such as a language or mathematics, this might be 
allowed to count in his favor and would lessen proportionally the 
subjects remaining that he would otherwise be required to take. 


MEMORABILIA. 


What is the attitude of mind a candidate should cultivate, and 
what should be his feelings toward the examiners? When I was 
a boy a few of us sometimes loudly proclaimed that we knew 
more than they; that we were confident we should not obtain 
fair treatment at their hands, and pretended to regard them 
generally as our natural foes; but’ deep down in our hearts we 
knew that we should receive justice and often justice tempered 
with mercy. 


Some candidates are disposed to think that the examiners lie 
awake at night, devising diabolical traps in which their victims 
may be caught. Others imagine that they feel an unholy pleasure 
when a few only pass the examinations, while many assert that 
even if they appear not to know very much about accountancy, 
they ought to be let through, as they have devoted a good deal 
of time to a study of the subject. 

It is well for the candidate to dismiss all such ideas from his 
mind. Of course, taking examiners the world over, or in any 
given country, it is a truism to say that as a body they are not 
perfect. So far, I have encountered very few things that are. 
Long ago Horace said, “Nihil est beatum ab omne parte,”* but 
I believe the examiners in accountancy in this country are fair- 
minded men of considerable ability, and keenly anxious to do 
their duty to their profession, the candidates and the public. It is 


*Nothing is’satisfactory in every particular. 
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certain that no examiner worthy of the position he occupies would 
deliberately set “traps” for the unwary, and I am sure they feel 
it cause for regret that so few, comparatively, of the examinees 
are successful. 


In examinations there are certain general rules of guidance 
which students entering would do well to bear in mind, and, 
applying as they do to all, necessarily include those we are most 
particularly concerned with. 

The writing should be clear and easy to read; the figures 
especially should be plain and should not run into one another. 
The examiners sometimes have a great many papers to go through. 
Try and make their work as little difficult for them as you can. 
The answers should be free from verbiage, not discursive, but 
to the point, and this can be accomplished without the sacrifice 
of completeness. Many candidates, knowing that they cannot 
answer a question, will try and shade their reply off into some 
matter that they think they are conversant with, trusting that 
the examiners will fail to discover their ignorance of the informa- 
tion asked for. This is a very old trick and one that seldom 
pays. 

If yes or no is a possible reply, do not try to hazard a lucky 
guess, but reason the thing out as well as you can. The ex- 
aminers will give you more credit for an able argument to a 
wrong conclusion than for a right response which is obviously a 
fortunate experiment. 

When you have given your answer as completely as you can, 
it is a good thing to stop. Do not add something that may 
destroy the favorable impression you may have made. It is 
related that at a viva voce examination in Divinity at Oxford a 
candidate was asked, “Who was the first king of Israel?” He 
did not know, but he thought he would have a try, and answered 
“Saul.” Seeing by the examiners’ faces that he had guessed 
rightly, he considered it would be a good idea to show his knowl- 
edge still further, so he added “also called Paul,” which, of 
course, settled him. 

We were always told at school it was a dangerous thing to 
jest with the examiners, though I admit the temptation is some- 
times a strong one. Should it overcome you, be sure, at any rate, 
that the joke is a good one. The gentleman who defined a floating 
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asset as a steamboat may have thought this funny, but it is just 
possible an examiner might not see it in the same light. At a 
recent examination held in Europe the question was asked,‘‘Dis- 
tinguish between fixed and floating assets,” and the answer given 
was: “Fixed and floating assets are advertising hoardings that 
cannot be destroyed, as they are made of sheet iron.” This reads 
like an extract from Alice in Wonderland, and is the sort of 
answer one would imagine the March Hare or the Mad Hatter 
to have given if they should have entered for an examination 
in accountancy. 


Examiners all try to avoid ambiguity in their questions, but 
the English language lends itself readily to this form of phraseol- 
ogy. If a question, or part of one, should seem to you capable 
of more than one construction, choose the one that appears the 
more reasonable and at the same time indicate the other possible 
conclusion. While your work should be neat, do not waste time 
in elaborate rulings. An accountant is not a drawing-master and 
what he wants is a clear and technically accurate presentation 
of the facts. This matter of clearness and technical form is very 
important. An eminent English accountant said his aim was 
always to make his statements so clear that his grandmother 
would be able to understand them. You can show a ledger 
account just as well without perpendicular rulings as with them. 

Try and arrive at the examination room a little before the 
examination begins so that you may be in a calm and equable 
frame of mind before the questions are given out, and do not 
work too hard right up to the examinational period. It is a good 
plan, if you can manage it, to take a few days’ rest. Go away and 
play golf or baseball or fish, or do something or other to take 
your mind off your work; and get plenty of sleep, if you possibly 
can, both immediately before and during the examination. 

Lastly, when the battle finally confronts you, and the papers 
are given out, before you begin to answer the questions study 
them with exceeding care. Any time you may consume in this 
way will be amply repaid. Select those first that you think you 
can do best, and, above all things, give the examiners what they 
ask for. If they want journal entries, give them; if they don’t 
ask for journal entries, don’t give them. You will get no credit 
for putting in a lot of information that was not required. You 
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will simply have wasted valuable time and possibly caused un- 


necessary irritation when your papers are being marked. Never ' 


be guilty of the impertinence of telling an examiner that he has 
requested something that is not necessary. The chances are con- 
siderable that he is a much better judge of this than you are. 

Once more, follow carefully the directions that are given 
for the conduct of the examinations. It is better to use the 
blank books, papers or forms that you may be furnished with. 
If you are permitted to substitute your own in any degree, at 
least see that the sheets are numbered properly, are in consecu- 
tive order and not mixed up anyhow in the envelopes. 
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Closing Books for Fiscal Year of Electrical and 
Gas Corporations. 
By W. A. CLADER. 


The Journal of Accountancy has many readers among public 
utilities corporation auditors and accountants; however, very 
little concerning the accounting of railroad, gas and electrical 
corporations is published, which would indicate that very little 
is written for publication by the accountants who have charge 
of the accounts of the numerous public service corporations. 
This branch of accounting has been rendered more important 
by recent legislative acts placing these corporations under 
Federal and State supervision and control. 

The Uniform Systems of Accounts prescribed by the public 
service commissions of the State of New York for street rail- 
road, electrical and gas corporations under Section 52 of the 
Public Service Commissions Law will be referred to in this 
article in connection with the closing features of the books for 
a fiscal period. 

Introductorily, it is well to state that the accounting orders 
promulgated by these commissions are complete in nearly every 
detail, and after one year of practical application of the electrical 
and gas classifications, very few changes have been found 
necessary. This speaks very highly for the practical knowledge 


.of these businesses as well as the thorough theoretical knowledge 


of accounts possessed by the promulgators of the systems. 
Although the accounting orders are very clear, many of the 
smaller corporations in the State of New York, and especially 
municipal plants, are having difficulty in complying with the 
requirements of the prescribed Uniform Systems of Accounts, 
their only aim being to file the required reports with the com- 
mission and to have them accepted. The income of these plants 
is too small to warrant the necessary expenditure to employ 
capable and experienced accountants to instruct them how to 
keep their books and records. The Public Service Commissions 
Law does not provide for instruction in the shape of traveling 
auditors. In the third annual report of the Public Service Com- 
mission, Second District, it is stated that “most of the municipal 
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plants are particularly in need of such aid, and many of them 
have made requests for it.” 

However, the accounting orders of the State of New York 
are very inexplicit as to the closing features at the end of the 
fiscal year, and touch upon these only in a very indirect way. 
The references thereto are as follows: 

“When a corporation begins operations, it requires an addi- 
tional group of accounts in which to classify in convenient form 
the accounting history of the various changes it undergoes. 
* * * This group of accounts may be called the ‘Income’ 
account. They are made up usually on a yearly basis, and are 
closed into one grand account called ‘Corporate Surplus or 
Deficit.’”” (Street Railroad, Electrical, and Gas accounting 
orders, pages 31, 30 and 29, respectively.) 

“The sum total of the credit balances in the revenue accounts 
for any particular operation at the close of a fiscal period gives 
the gross revenue from that operation for that period. This 
gross revenue diminished by the operating expenses, the taxes, 
and the uncollectible bills assignable to such operation for the 
period, gives the income from that operation for the period. 
Similarly for the non-operating revenues, the non-operating 
expenses, and the non-operating taxes. 

“The aggregate of the incomes from the several operations 
and the non-operating income is the gross income applicable to 
corporate and leased properties. As has before been said, the 
gross income is, in the usual case, subject to various compulsory 
deductions, and these are hereinafter called Income Deductions.” 
(Street Railroad, Electrical, and Gas accounting orders, page 
61, 52 and 48, respectively.) 

“The balance resulting from closing the foregoing Income 
Deduction Accounts for any fiscal period into Gross Income for 
that period gives the Net Corporate Income for the period. The 
net corporate income being of the same nature as the corporate 
surplus shall be closed into the ‘Corporate Surplus or Deficit’ 
account. The group of accounts which show for any fiscal 
period the changes in the ‘Corporate Surplus or Deficit’ account 
are designated the ‘Appropriation’ accounts, for the reason that 
substantially all of them are subject only to the discretion of 
the corporation. At the end of each fiscal period each of the 
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‘Appropriation’ accounts shall be closed into the ‘Corporate 
Surplus or Deficit’ account.” (Street Railroad, Electrical, and 
Gas accounting orders, pages 64, 55, and 51, respectively.) 


As the accounting orders prohibit the use of unauthorized 
accounts, it may be contended that the accounts opened as shown 
by figures 1 to 10 inclusive should not be inscribed upon the 
books without authority of the Public Service Commission, in- 
asmuch as they do not appear prescribed in the schedules. The 
answer to any such contention is that the authority for these 
accounts is obtained by the same process of deduction from the 
above quoted paragraphs as for the “Corporate Surplus or 
Deficit’ account. The only authority for the latter account is 
contained in the quotations given, for it does not appear in the 
“List of Accounts” showing the schedules; yet no one will 
attempt to deny that the Commissions’ intent is to include it in 
the Schedule. 


It would be rather cumbersome for the larger companies to 
keep the numerous revenue and expense accounts in the general 
ledger; hence many corporations keep these accounts in sub- 
ledgers, and in the general ledger keep the controlling accounts 
“Operating Revenues” and “Operating Expenses” for each 
class of operation. The journal entries given hereinafter are 
based upon this method. 


For companies that keep their operating revenues and ex- 


.penses on the general ledger, it will first be necessary to open 


on the general ledger the accounts, “Operating Revenues” and 
“Operating Expenses,” for each class of operations, as shown 
in figures 1, 2, 4, 5, 7 and 8, closing the primary accounts into 
these general accounts. The reason for this segregation is 
obvious. 


It may be argued that it is advisable to open an account 
“Net Corporate Income,” but as the net corporate income must 
be shown when balancing the gross income account, it seems 
that such an account is superfluous. The net corporate income 
can be journalized from the gross income account to the “Cor- 
porate Surplus or Deficit’ account, and yet have it clearly 
and prominently reflected upon the books in it’ proper relation. 
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JOURNAL ENTRIES 
FOR 


CLOSING THE Books oF ACCOUNTS OF ELECTRICAL AND GAs CORPORATIONS. 


No. 1. Ledger Dr. Cr. 


OPERATING REVENUES—ELEoTRIC........... 000.00 
OPERATING INCOME ACCOUNT—ELECTRIC. . 000.00 
Being amount of electric operating 
revenues for the year ending Decem- 
ber 31, 1909, closed into latter ac- 
count. 


No. 2. 


OPERATING INcoME 000.00 
OPERATING EXPENSES—ELECTRIC............ 000.00 
Being amount of electric operating ex- 
penses for the year ending December 
31, 1909, closed into former account. 
No. 3. 
OPERATING INcoME ACCOUNT—ELECTRIC.... 000.00 
000.00 
Being amount of taxes for the year end- 
ing December 31, 1909, applicable to 
electric operations, closed into former 
account. 


No. 4. 


OPERATING INCOME ACCOUNT—ELECTRIC.... 000.00 
UNCOLLECTIBLE ELECTRIC BILLS............ 000.00 
Being amount of uncollectible electric 
bills on December 31, 1909, closed into 
former account. 


No. s. 
OPERATING INcomME AccouNT—ELECTRIC... 000.00 
Gross INCOME 000.00 
Being amount of electric operating in- 
come for the year ending December 31, 
1909, closed into latter account. 


No. 6. 


OPERATING REVENUES—GAS............... 000.00 
OPERATING INCOME ACCOUNT—GAS....... 000.00 
Being amount of gas operating revenues 
for the year ending December 31, 1909, 
closed into latter account. 


No. 7. 


OPERATING INcomME AccouNT—GAaAs......... 000.00 
OPERATING EXPENSES—GAS....... 000.00 
000.00 
Being amount of gas operating ex- 
penses for the year ending December 
31, 1909, closed into former account. 
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Sub- 
No. 8. Ledger 
OPERATING INCOME AccouNT—GAS......... 
Being amount of taxes for the year end- 
ing December 31, 1909, applicable to 
gas operatings, closed into former ac- 
count. 
No. 9. 
OPERATING INCOME AcCOUNT—GAS......... 
UNCOLLECTIBLE GAs BILLS........ 
Being amount of uncollectible gas bills on 
December 31, 1909, closed into former ac- 
count. 
No. ro. 
OPERATING INcomME AccouNT—GAS......... 
Gross INCOME ACCOUNT..... 
Being amount of gas operating income for 
the year ending December 31, 1909, closed 
into latter account. 
No. 11. 
Non-OPERATING 


Non-OPERATING INCOME ACCOUNT....... 
Being amount of non-operating revenue 
for the year ending December 31, 1909, 
closed into latter account. 
No. 12. 
Non-OPERATING INCOME ACCOUNT......... 
Non-OPERATING REVENUE DEDUCTIONS..... 
Being amount of non-operating revenue 
deductions for the year ending Decem- 
ber 31, 1909, closed into former account. 
O. 13. 
Being amount of non-operating income 
for the year ending December 31, 1909, 
closed into latter account. 
No. 14. 
Gross Incomes 
Being amount of income deductions for 
the year ending December 31, 1909, 
closed into former account. 
No. 15. 
Gross INcomE 
CorPORATE SURPLUS OR DEFICIT............ 
Being amount of Net Corporate Income 
for the year ending December 31, 1909, 
closed into latter account. 
No. 16. 
CoRPORATE SURPLUS OR DEFICIT........... 
APPROPRIATION 
000.00 
Being amount of appropriation ac- 
counts for the year ending December 
31, 1909, closed into former account. 
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LEDGER ACCOUNTS. 
AFTER PosTING JOURNAL ENTRIES. 


Fic. x. 
OPERATING REVENUES—ELECTRIC. 


Operating Income Ac- $000.00 
count—Electric....... $000.00 
Fic. 2. 
OPERATING EXPENSES—ELECTRIC. 
count—Electric....... $000.00 
Fic. 3. 
OPERATING INCOME ACCOUNT—ELECTRIC. 
Operating Expenses — Operating Revenues — 
$000.00 $000.00 
Net Operating Revenue.. 000.00 
Uncollectible Electric 
Operating Income—Elec- 
tric to Gross Income 
Fic. 4. 
OPERATING REVENUES—GAS. 
Operating Income Acct. $000.00 
$000.00 
Fic. 5. 
OPERATING EXPENSES—GAS. 
Ere $000.00 Operating Income Acct. 
Fic. 6. 
OPERATING INCOME ACCOUNT—GAS. 
Operating Expenses — Operating Revenues — 
Net Operating Revenue.. 000.00 
$000.00 Net Operating Revenue... $000.00 


Uncollectible Gas Bills... o00.00 
Operating Income—Gas 
to Gross Income Ac- 
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Fic. 7. 
NON-OPERATING REVENUES. 


Non-Operating Income $000.00 


$000.00 


NON-OPERATING REVENUE DEDUCTIONS. 


Deductions... $000.00 Non-Operating Income 


$000. 


Fic. 9. 
NON-OPERATING INCOME ACCOUNT. 


Non-Operating Revenue 

$000.00 
Non-Operating Income to 

Gross Income Account. 000.00 


Fic. 10. 
GROSS INCOME ACCOUNT. 

Income Deductions...... $000.00 Operating Income — 

Net Corporate Income to $000. 
Corporate Surplus or Operating Income—Gas. 000. 
Deficit Account....... 000.00 Non-Operating Income.. ooo. 

Fic. 11. 


CORPORATE SURPLUS OR DEFICIT. 


Appropriation Accounts. $000.00 Net Corporate Income... $000. 
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Where the Layman Can Find the Law. 
By CHarRLes W. GERSTENBERG OF THE NEW YorK Bar. 


The purpose of this paper is not to define jurisprudence, but 
to point out the sources of the law as determined by the courts 
of our country. We do not presume to undertake to lay down 
the principles which guide lawyers in determining the law to be 
applied to complicated sets of facts brought to them by clients. 
But we do wish to set forth as briefly as possible, and as simply 
as possible, a few rules that may be of service to accountants 
and other laymen, whose vocations bring them more or less 
frequently in contact with the law—rules to ascertain just what 
the law is governing well defined principles and rules which will 
indicate the physical sources from which the law is taken by 
judicial tribunals. 

The law is derived from two sources: statutes or written 
law and the common law or unwritten law. The written 
law includes the Constitution of the United States and the Con- 
stitutions of the several States, treaties and enactments of legis- 
lative bodies. These enactments are of various kinds and include 
the original session laws of the several State legislatures, com- 
pilations and revisions of pre-enacted session laws, codes, 
federal statutes, municipal ordinances and rules of courts. 


The common law includes all the decisions of the courts. 
When a case is decided upon its merits by a court of final 
jurisdiction, the principle set forth in the opinion governs when 
similar sets of facts are brought before the same or lower 
tribunals for adjudication. In other words the case becomes a 
precedent. The principle involved in the case and set forth in 
the opinion is derived from ancient customs, either as proved to 
the court, or as deduced from other opinions previously recorded, 
in which analagous situations were dealt with. Now, the theory 
of our law is that a case once decided becomes binding in 
principle on the court for the future. This rule is called by 
lawyers the “rule of stare-decisis.” There are certain exceptions 
to this rule which we do not need to enumerate. 

Judges are often influenced in their decisions by text books 
on law, written by men of recognized authority. These text 
books may be enumerated as: Commentaries, Encyclopedias, 
and Digests, Law Dictionaries and Periodicals. 
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Before proceeding to point out the physical sources of the 
various classes of law above mentioned, we had better pause 
for a moment to consider the relative authority of the several 
classes. Section 2, Article 6, of the Federal Constitution says: 
“This Constitution and the laws of the United States, which shall 
be made in pursuance thereof, and all treaties made or which 
may be made, shall be the supreme law of the land, and the 
judges in every state shall be bound thereby, anything in the 
Constitution or laws of any state to the contrary notwith- 
standing.” 

The next highest authority is the Constitutions of the several 
States. These are followed by the statutes of the state legis- 
latures and by municipal ordinances, though in one respect 
judicial decisions precede them, for a court may determine that 
a statute or an ordinance contravenes the Constitution and there- 
fore is void. 

Eugene Wambaug, professor of law in Harvard University, 
summarizes the situation in the following table which needs but 
little explanation: 


f { Constitutions, | 
| Statutes, | | 
| legisiation. 
rom higher | = | 
| court in same } ‘ | 
jurisdiction. | | 
| Judicial From same 
-= \ decisions. court. 
A, | } | 
> co-or- \ | 
= 
2 | Necessary inate of | \ = 
lower court | 
< in same juris- @ | % 
diction. \ | 
| | 
From court | 0 | 
| | Unnecessary |in another 
| Digests, \ doctrines’. jurisdiction. 
Encyclopedias, 
S | Treaties, etc. | 
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The authority of the judicial decision, as is indicated in the 
above table, depends on the finality of the court from which it is 
delivered. Where the decisions of other jurisdictions are being 
considered, their weight is dependent in a certain measure on 
the reputation of the courts of that jurisdiction. For instance, 
a Rhode Island court to which a certain set of facts is presented 
for adjudication, would look for precedents among the reports 
of decisions previously handed down by the highest courts of 
Rhode Island. If no precedents were found, it would examine 
the decisions of courts of other states and if two cases were 
found, one in New York and the other in Idaho, the Rhode 
Island court would give more weight to the New York decision. 

In examining the reports of other states, it is important to 
know the names of the courts of last resort in each state—i.e., 
of the courts of final jurisdiction. In some states the “Supreme 
Court” is the highest court and the “Court of Appeals” is a 
lower and intermediate tribunal. This is true of the United 
States courts. In some jurisdictions the opposite is true. In New 
York for example, the Supreme Court is the court of general 
jurisdiction. Appeals are taken from it to the Appellate Divi- 
sion and from there to the court of last resort, the Court of Ap- 
peals. In the following jurisdictions the court designated the 
Supreme Court is the tribunal of last resort. 


United States. 


Alabama. Mississippi. Pennsylvania. 
Arizona. Montana. Rhode Island. 
Arkansas. Nebraska. South Carolina. 
Delaware. Nevada. South Dakota. 
Florida. New Hampshire. Utah. 

Idaho. New Mexico. Vermont. 
Iowa. North Carolina. Washington. 
Louisiana. North Dakota. Wisconsin. 
Michigan. Ohio. Wyoming. 
Minnesota. Oregon. 


We now come to the question, where can the law be found? 
We mean by that, in what books are the various classes of the 
law set down? Copies of the Constitution of the United States 
can be found in many places, the most popular source, perhaps, 
being the newspaper almanacs, such as those published by the 
New York World or the Brooklyn Daily Eagle. State constitu- 
tions can be found in the various compilations of the statutes of 
the several States. The Federal and State Constitutions are 
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brought together in Poore’s very excellent work entitled “Federal 
and State Constitutions.” The treaties of the United States from 
1776 to 1871 are collected in the Senate Executive Document, 
41 Cong., 3d Session, Document 36, Serial number 1441. The 
resolution of the United States Senate of February 11, i904, 
previded for a compilation of treaties between the United 
States and foreign powers. 


The session laws of the various legislatures are regularly 
printed by each state and are usually called session laws of a 
certain year, for example, Session laws of 1910. In Massachu- 
setts they are called “Acts and Resolves.” Session laws from 
time to time are revised and compiled. These revisions and 
compilations usually include a table of older laws superseded 
or entirely abrogated. Codes are groups of laws derived from 
many sources all dealing with a single division of the law. A 
quality which all codes should have, but which is often lacking 
is scientific arrangement. The best examples of codes are the 
Codes of Civil Procedure which regulate judicial and other 
proceedings, Penal Codes and Codes of Criminal Procedure. 
Municipal ordinances are printed by order of the municipal 
authorities and very frequently include separate codes relating 
to certain municipal affairs, such, for example, as the regulation 
of traffic and the prevention of fires. Court rules are rules 
promulgated by courts to govern the method of procedure before 
them, where the statutes have made no provision. They are of 


practically no importance to laymen. 


Judicial decisions are found in what are called reports. A 
case is cited by giving the names of the parties and then the 
number of the volume, then the name of the series and finally 
the page, thus: Bull v. Hepworth, 124 N. W. Rep. 569, means 
that the case of Bull v. Hepworth will be found in a series of 
reports known as the Northwestern Reporter at page 569 of 
volume 124. The reports of the decisions of the United States 
Supreme Court date from the year 1790. During the first 84 
years the reports were compiled under the supervision of seven 
persons, whose names have been given to a series of reports; 
thus, from the year 1816 to the year 1827 a reporter by the name 
of Wheaton supervised the issuance of 12 volumes of Supreme 
Court reports. These volumes are cited in the following 
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manner: 4 Wheat. 1. Ninety volumes in all were issued by 
these reporters and beginning with 1875 the decisions of the 
United States Supreme Court have been officially designated as 
United States Supreme Court Reports, beginning with volume 
gt. These reports are cited in this manner: 91 U.S. 1. The 
names of the reporters with their dates and the number of 
volumes issued are as follows: 


Cranch’s Reports, 9 volumes. 
Wheaton’s Reports, 12 volumes. 
Peters’ Reports, 16 volumes. 
Howard’s Reports, 1843—1860...........-....20005 24 volumes. 
Black’s Reports, 1861—1862...................0000: 2 volumes. 
Wallace’s Reports, 1863—1874.............00.00ee8e 23 volumes. 


The lawyers edition of the United States Reports, an un- 
official series, contains several volumes in each book, is complete 
from I Dallas to date, and is supplemented by advance sheets 
which give the current decisions. The United States Supreme 
Court Reporter begins with volume 106 of the United States 
Reports and continues to date. One volume is published each 
year and the current decisions are given in the advance sheet. 
The Federal Reporter contains the decisions of the United States 
District Courts, the United States Circuit Courts, and the 
United States Circuit Courts of Appeals. The Federal Reporter 
begins with the year 1880. Before that there was no regular 
publication of the decisions of the lower Federal Courts. Be- 
sides the reports of the decisions of the United States Courts 
above referred to, there are certain non-official collateral reports 
that had a more or less continued existence; they will be found 
in the table below. 


The reports of the decisions of State reports fall within two 
general classes. First, official reports and second non-official 
reports. The official reports are not always complete and in 
many cases begin subsequent to the formation of the judiciaries 
of the respective states. In 1879 there was begun a non-official 
reporting system, which in 1887 included the decisions of the 
courts of last resort of all the States in the United States. This 
system is known as the National Reporter System and contains 
seven reporters, each covering several jurisdictions. The ad- 
vantage of the National Reporter System is its compactness and 
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brought together in Poore’s very excellent work entitled “Federal 
and State Constitutions.’”’ The treaties of the United States from 
1776 to 1871 are collected in the Senate Executive Document, 
41 Cong., 3d Session, Document 36, Serial number 1441. The 
resolution of the United States Senate of February 11, 1904, 
previded for a compilation of treaties between the United 
States and foreign powers. 


The session laws of the various legislatures are regularly 
printed by each state and are usually called session laws of a 
ceriain year, for example, Session laws of 1910. In Massachu- 
setts they are called “Acts and Resolves.” Session laws from 
time to time are revised and compiled. These revisions and 
compilations usually include a table of older laws superseded 
or entirely abrogated. Codes are groups of laws derived from 
many sources all dealing with a single division of the law. A 
quality which all codes should have, but which is often lacking 
is scientific arrangement. The best examples of codes are the 
Codes of Civil Procedure which regulate judicial and other 
proceedings, Penal Codes and Codes of Criminal Procedure. 
Municipal ordinances are printed by order of the municipal 
authorities and very frequently include separate codes relating 
to certain municipal affairs, such, for example, as the regulation 
of traffic and the prevention of fires. Court rules are rules 
promulgated by courts to govern the method of procedure before 
them, where the statutes have made no provision. They are of 
practically no importance to laymen. 


Judicial decisions are found in what are called reports. A 
case is cited by giving the names of the parties and then the 
number of the volume, then the name of the series and finally 
the page, thus: Bull v. Hepworth, 124 N. W. Rep. 569, means 
that the case of Bull v. Hepworth will be found in a series of 
reports known as the Northwestern Reporter at page 569 of 
volume 124. The reports of the decisions of the United States 
Supreme Court date from the year 1790. During the first 84 
years the reports were compiled under the supervision of seven 
persons, whose names have been given to a series of reports; 
thus, from the year 1816 to the year 1827 a reporter by the name 
of Wheaton supervised the issuance of 12 volumes of Supreme 
Court reports. These volumes are cited in the following 
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manner: 4 Wheat. 1. Ninety volumes in all were issued by 
these reporters and beginning with 1875 the decisions of the 
United States Supreme Court have been officially designated as 
United States Supreme Court Reports, beginning with volume 
gt. These reports are cited in this manner: 91 U.S. 1. The 
names of the reporters with their dates and the number of 
volumes issued are as follows: 


Dallas’ Reports, 4 volumes. 
Cranch’s Reports, 9 volumes. 
Wheaton’s Reports, 12 volumes. 
Peters’ Reports, 16 volumes. 
Howard’s Reports, 1843—1860...................4. 24 volumes. 
Black’s Reports, 2 volumes. 
Wallace’s Reports, 1863—1874...............ccceeee 23 volumes. 


The lawyers edition of the United States Reports, an un- 
official series, contains several volumes in each book, is complete 
from I Dallas to date, and is supplemented by advance sheets 
which give the current decisions. The United States Supreme 
Court Reporter begins with volume 106 of the United States 
Reports and continues to date. One volume is published each 
year and the current decisions are given in the advance sheet. 
The Federal Reporter contains the decisions of the United States 
District Courts, the United States Circuit Courts, and the 
United States Circuit Courts of Appeals. The Federal Reporter 
begins with the year 1880. Before that there was no regular 
publication of the decisions of the lower Federal Courts. Be- 
sides the reports of the decisions of the United States Courts 
above referred to, there are certain non-official collateral reports 
that had a more or less continued existence; they will be found 
in the table below. 


The reports of the decisions of State reports fall within two 
general classes. First, official reports and second non-official 
reports. The official reports are not always complete and in 
many cases begin subsequent to the formation of the judiciaries 
of the respective states. In 1879 there was begun a non-official 
reporting system, which in 1887 included the decisions of the 
courts of last resort of all the States in the United States. This 
system is known as the National Reporter System and contains 
seven reporters, each covering several jurisdictions. The ad- 
vantage of the National Reporter System is its compactness and 
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consequent cheapness, and the uniformity with which cases are 
reported and digested. The official state reports are about five 
times as cumbersome as the corresponding volumes of the 
National Reporter System, though the latter are more complete 
than the former. The decisions in the Reporter System come 
out first in the form of a pamphlet called advance sheets and are 
later supplied in bound volumes. It is usual to cite cases both 
from the official series and from the National Reporter Series. 
Thus, Kent v. State, 64 Ark., 247, 41 S. W., 849. This means 
that the decision of Kent v. State will be found on page 247 
of volume 64 of the official reports of Arkansas and also on 
page 849 of volume 41 of the Southwestern Reporter in the 
National Reporter System. 7 

It might be well to say in passing, that usually the name of 
the plaintiff is given first and then the name of the defendant. 
In some appellate courts the name of the appellant, whether he 
be a plaintiff or defendant in the trial court, is given first, and 
then the name of the respondent. Thus, in a criminal action 
prosecuted by the State against one by the name of Kent, the 
indictment would read, The People of the State of Arkansas 
against Kent. If Kent were convicted and appealed, the decision 
on appeal would be entitled Kent v. State. This is the United 
States rule and is followed by several states. The rule in New 
York is that the same title is preserved throughout, whether the 
defendant becomes the appellant or not. 

The following tables are taken from the second edition of 
' “Brief Making,” a work to which we are indebted for much of 
the material herein contained. We have selected the United 
States Courts, the Courts of Massachusetts, New Jersey and 
New York as illustrative of the way in which reports of the 
various dates have been built up and are cited. “Brief Making” 
contains similar tables for all the other jurisdictions of the 
United States and England. 
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FEDERAL REPORTS. 


Unitep States SUPREME Court. 


i How Cited. Date. 


From 1875 the volumes of the United States Reports are designated 
by number, beginning with volume 91, 92, 93, etc., to date. Volume 211 
United States Reports was published in 19009. 

The Supreme Court Reporter connects with the United States Reports 
at volume 106 (Oct., 1882), and reports all subsequent cases. Volume 
209 Supreme Court Reporter was published in 1909. 


COLLATERAL REPORTS. 


Date. Vols. 


The Lawyers’ Edition is a continuing series. 


CIRCUIT COURTS OF APPEALS. 


The Circuit Courts of Appeals Reports (C. C. A.) date from 1892, all 
volumes being designated by number. Volume 88 C. C. A. was published 
in 1909. 

The Federal Reporter, beginning with volume 47, contains all the 
cases reported in the C. C. A. from the beginning to the present time. 


CIRCUIT AND DISTRICT COURTS. 


How Cited. Date. Vols. 


The Federal Reporter connects with the Federal Cases and reports 
all decisions since 1880. Volume 167 Federal Reporter was issued in 


1909 (July). 


COLLATERAL REPORTS. 


Meyers’ Federal 


& 
| 
Black ....-- 1861—1862 2 
Wallace ques Wall. ..........1863—1874 23 
| 
Date. Vols. 
30 
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COURT OF CLAIMS. 


Date. Vols. 
Devereux 


The Court of Claims Reports began in 1863 and are designated by 
number. Volume 43 Court of Claims Reports was issued in 1909. 


INTERSTATE COMMERCE COMMISSION. 


The Interstate Commerce Reports began in 1887 and 13 volumes have 
been issued up to 1908. 


MASSACHUSETTS. 


How Cited. Date. Vols. 


Massachusetts Reports (1-17)...Mass. ......... 1804—1822 
Pickering (Mass. 18-41) ick 

Metcalf (Mass. 42-54) 

Cushing (Mass. 55-66) 

Gray (Mass. 67-82) 

Allen (Mass. 83-96) 

Quincy’s Reports i 1762—1772 
Thacher’s Criminal Cases 1823—1843 
Cushing’s Contested Election Cases r 


From 1867 the volumes of the Massachusetts Reports are designated 
by number only, beginning volume 97, 98, etc., to date. Volume 199 
Massachusetts was published in 1900. 

The Northeastern Reporter connects with the Massachusetts Reports 
at volume 138 Massachusetts (Nov., 1884), and reports all subsequent 
cases. 


NEW JERSEY. 
Law. 


How Cited. Date. Vols. 
Coxe (N. J. Law, 1) 
Pennington (N. J. Law, 2-3)... 
Southard (N. J. Law, 4-5) 
Halsted (N. J. Law, 6-12) 
Green (N. J. Law, 13-15) 
Harrison (N. J. Law, 16-19).... 
Spencer (N. J. Law, 20) 
Zabriskie (N. J. Law, 21-24).... 
Dutcher (N. J. Law, 25-29).... 
Vroom (N. J. Law, 30-..)..... Vroom 
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CHANCERY. 


How Cited. Date. Vols. 
Green (N. J. Eq. 2-4).......... Green Ch. ..... 1834—1845 3 
Halsted (N. J. Eq. 5-8)........ 1845—1853 4 
Stockton (N. J. 1852—1858 3 
Beasley (N. J. Eq. 12-13)....... 1858—1860 2 
McCarter a" J. Eq. 14-15)....McCar. ........1861—1862 2 
Green C. E. (N. J. Eq. 16-27) . .C. E. Green. ..1862—1876 12 
Stewart (N. J. Eq. 28-45)...... Stew. (N. J.)..1877—1889 18 
Dickinson (N. J. Eq. 46-..)....Dick. .......... 1889—1905 21 


The volumes of the New Jersey Law and the New Jersey Equity 
Reports, from the beginning are designated by number and by the names 
of the court reporters. Volume 46 Vroom (New Jersey Law, 75) and 
volume 1 Buchanan (New Jersey Equity, 71) were published in ‘a 

The Atlantic Reporter connects with volume 47 New Jersey Law 
(Nov., 1885) and volume 40 New Jersey Equity (Oct., 1885), and reports 
all subsequent cases in both series. 


NEW YORK. 
Law: 
How Cited. 


Date. Vols. 


Coleman & Caine’s Cases....... Col. & Cai. Cas.1794—1805 1 
Johns. Cas. ....1799—1803 3 
Anthon’s Nisi Prius Cases..... Anth. N. P.....1807—1851_ 1 
Lalor’s Supplement to Hill and 

Edmond’s Select Cases.......... Edm. Sel. Cas. 1834—1883 2 
Lockwood’s Reversed Cases.....Lock. Rev. Cas. 1799—1847. 


CHANCERY. 
How Cited. 


Date. Vols. 


Johns. Ch. ....1814—1823 7 
Sandf. Ch. ....1843—1847 4 
Barb. Ch. ..... 1845—1848 3 
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Court oF APPEALS (REGULAR). 


How Cited. Date. Vols. 
Comstock (N. Y. 1-4).......... ae 1847—185I 4 
Kernan (N. ¥. 22-14): 1854—1856 4 


The volumes of the New York Court of Appeals Reports are designated 
both by the names of the court reporters and by number to 1856. From 
1856 (volume 15) to date by number only. Volume 193 New York was 
published in 1909. 

The Northeastern Reporter connects with volume 98 New York (April, 
1885), and reports all subsequent decisions of the New York Court ef 


Appeals. 
Court or APPEALS (SPECIAL). 
(Containing Cases Unreported in Regular Series.) 

How Cited. Date. Vols. 
Howard’s Appeal Cases......... How. Cas. ..... 1847—1848 1 

‘ LOWER COURTS OF RECORD. 
SupREME Court Reports. 

How Cited. Date. Vols. 
Lams. ... .. .1869—1873 
Thompson & Cook............. Thomp. & C.. ..1874—1875 6 
1874—1895 92 
Appellate Division.............. Ago. Div. ....% 1896— 


. Volume 128 Appellate Division, was published in 1908. 


PRACTICE AND CopE REPorTS. 


How Cited. Date. Vols. 

Howard’s Practice OW. BS. 1844—1885 67 
Howard’s Practice ............. How. Pr. N. S..1883—1886 3 
Code Repr. ....1848—1851 3 
Code Reports (N. S.).......... Code Rep. N. S.1851—1852 I 
Abbott’s Practice (N. S.).......: : bb. Pr. N. S..1865—1875 16 
Abbott’s New Cases............ Abb. N. C. ....1876—18904 31 
New York Civil Court Reports. N. Y. C. Ct. Rep. 1874—1888 2 
New York Civil Procedure... .. N. Y. C. Pr. Rep.1881—. . 
New York Miscellaneous....... 


Benjamin’s Annot. Cases....... Benj. Ann. Cas.1894—.. 


Volume 38 New York Civil Procedure, volume 60 Seis York Mis- 
cellaneous and volume 18 Benjamin’s Annotated Cases were published in 
I 


428 


‘ 


Where the Layman Can Find the Law. 


SuRROGATE Court REports. 


How Cited. Date. Vols. 


Volume 2 Gibbons was published in 1908. 


Supertor Court Reports. 


How Cited. Date. Vols. 

Seadiord (N.Y. S. Ct. 3-7) 1847—1852 5 
Duer (N. Y. S. Ct. 8-13)....... Sree 1852—1857 6 
Bosworth (N. Y. S. Ct. 14-23)..Bosw. ......... 1856—1863 10 
Robertson (N. Y. S. Ct. 24-30)..Rob. ........... 1863—1868 7 
Sweeney (N. Y. S. Ct. Sweeney ....... 1869—1870 2 
Jones & Spencer (N. Y. 

jones & 1871—1892 29 
Buffalo Superior Court, Shel- 


ComMON PLEAS REPORTS. 


How Cited. Date. Vols. 
E. D. Smith....1850—1854 4 


CRIMINAL REPORTS. 


Date. Vols. 
Cite Recorder... 1816—1822 6 
dean 1868—1883 2 


Volume 21 New York Criminal Reports was published in 1909. 

The New York Supplement (a supplemental member of the National 
Reporter System) was established in 1888, and reports the decisions of 
all the lower courts of record of New York. It connects with the 
Supreme Court Reports at volume 49 Hun, volume 1 Silvernail, and 
volume 1 Hun’s Appellate Division. With the Practice and Code Reports 
at volume 21 Abbott’s New Cases, volume 14 New York Civil Procedure 
Reports, volume 1 New York Miscellaneous Reports, and volume 1 New 
York (Benjamin’s) Annotated Cases. With the Surrogate Court Reports 
at volume 1 Connoly. With the Superior Court Reports at volume 56 
(34 Jones and Spencer). With the Common Pleas Reports at volume 15 

alv: and with the New York Criminal Reports at volume 7. One 
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hundred and fifteen volumes of the New York Supplement have been 
published to 1909 (July), and the earlier volumes contain many cases 
reported in full, which appear in Hun’s Reports as memoranda only, 
without the text of the opinions. 

The New York State Reporter was established in 1886, and covered, 
in addition to the decisions of the courts reported in the New York 
Supplement, the New York Court of Appeals Reports. It was dis- 
continued in 1897. 


Besides the official and non-official reports, there have been 
published at various times in this country, series of selected 
cases which try to pick out the most important decisions—those 
not based on legal statutes or in any other way restricted in 
their application. The Lawyers Reports Annotated beginning 
in 1888 and running through 70 volumes is an example. This 
series was continued and is now running under the title Lawyers 
Reports Annotated, New Series. Digests of this series are 
published from time to time and many of the cases are annotated 
very fully. 


In the workshop of the lawyer few books are so well thumbed 
as the publications known as Citators. These works trace the 
history of a case by naming all the subsequent cases in which 
the earlier cases are mentioned and indicate when the earlier 
cases are reversed, distinguished or approved. Rose’s book en- 
titled “Notes on the United States Reports” is a work of this 
kind applied to the decisions of the United States Supreme Court. 
Shepard’s “Citations” covers the reports of 22 States, the United 
States Supreme Court, and several of the reports in the National 
Reporter System. The reports of many of the states are covered 
by local citators, an example being Taylor’s “Citations of the 
New York Reports.” 


Laymen who are interested in particular subjects may be in- 
terested in series of reports, each of which deals with the 
decisions of all the jurisdictions of the United States or of nearly 
all dealing with one specific branch of the law. The following 
table, taken from “Brief Making,” is a list of such special 
reports. The stars indicate series which are being continued: 
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SPECIAL SUBJECT REPORTS. 


Date. Vols. 

American Banking I 1905 5 
American Bankruptcy Reports*,................ I 1909 20 
American Corporation 1868—1887 10 
American and English Corporation Cases....... 1883—1896 48 
English Corporation Cases, New 

American Criminal Reports* ................... 1877—1909 
American Railway 1872—1881 21 
American Railroad and Corporation Reports....1888—1896 12 
American and English Railway Cases........... 1881—1896 61 
American and English Railway Cases, New 

American Negligence 1789—1895 16 
American Negligence Reports*................... 1896—1908 20 
American Electrical 1872—1903_ 8 
American Probate 1877—1896_ 8 
Probate Reports Annotated* ...............20.. 1897—1908 12 
Morrison’s Mining 1883—1907 22 
Municipal Corporation Cases..................- 1900—1904 II 


We come now to the last mentioned repository of the law— 
works not of primary but of secondary authority. They include 
text-books, encyclopedias, digests, law dictionaries, and periodi- 
cals. Perhaps a well written text-book is the highest form of 
secondary authority. The Commentaries of Blackstone and of 
Kent are important contributions to the law and are frequently 
cited in legal opinions. The value of the text-book depends 
entirely on the reputation of the author and the intrinsic value 
of the work itself. Dillon’s Municipal Corporations, Machen’s 
Modern Law of Business Corporations and Noyes’ Intercor- 
porate Relations, for example, are books of noted “persuasive” 
authority and for the student or layman are far superior within 
their field to other forms of treatises such as encyclopedias or 
text-books which form one volume of a series of text-books. 

Encyclopedias undertake to give in the form of connected 
discourse and as briefly and concisely as possible all the principles 
of the law. The American and English Encyclopedia of Law 
which is now being republished in its third edition, was the first 
work of its kind printed in this country. The Cyclopedia of 
Law and Procedure, popularly known as “Cyc” will soon be 
complete in 40 volumes. It is the purpose of its publisher to 
produce each year a volume of annotations that will give all 
the new cases decided since the text was first published. “Cur- 
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rent Law,” begun in 1904, gives all the current case law of the 
country and is issued in two volumes per year. In the en- 
cyclopedia form of text-book the cases are cited in the form of 
notes to the text. It is claimed by the publishers that all the 
cases bearing on each statement in the text, made in a complete 
sentence or in part of a sentence, are given in the notes at the 
bottom of the page. The notes in “Cyc” occupy more space than 
the text. 

Digests differ from the encyclopedia in that they contain no 
connected statement of the law; the cases are arranged in some 
scientific method and the principle of each case is separately 
stated in one or two sentences which give briefly the facts and 
the holdings of the court on these facts. The American Digest 
System is a product of evolution. At the present time it consists 
of four parts: 


1st. The Century Digest which gives in 50 volumes all the 
American case law from the earliest times to 1896 arranged in 
headings, divisions and sections. 

2nd. The Decennial Digest which gives the American case 
law from 1896 to 1907 in 25 volumes. The same classification as 
that used in the Century Digest is observed. 

3rd. The American Digest continues the Decennial Digest 
from 1907 to date, uses the same classification, and is published 
at the rate of approximately two volumes each year. 

4th. The Monthly Digest is an advance sheet publication of the 
American Digest, and is published for the purpose of giving 
to the legal profession a digest of all the cases as soon as possible, 
without waiting for corrections and binding. The Monthly Digest 
in its bound form is called the American Digest. (See 3rd 
above.) 


Law dictionaries vary in thoroughness from the simple 
.glossary to the encyclopedia. A good law dictionary is a very 
important tool in the library of people who find it necessary to 
read technical legal works. Black’s Law Dictionary is a con- 
venient manual. Bouvier’s, first published in 1839 and revised 
and republished many times since is regarded by many as the 
standard legal dictionary. 

Legal questions of the day are often discussed by the highest 
authorities in the country in legal periodicals. It is not unusual 
to find among the list of contributors members of the Presi- 
dent’s Cabinet, Federal and State judges and members of the 
Bar of the highest reputation. Such periodicals as the Harvard 
Law Review, the Yale Law Review, and the Columbia Law 
Review are worth while. 

(To be continued.) 
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Treatment of the Tax Account. 


By F. Lincotn HutTcHIns. 


There seems to be nothing which bothers the accountants of 
the Public Service Corporations of the state of New York more 
than the proper method of treating their tax account. 

This might be expected owing to the confusion caused by the 
tax laws of the state; taxes are levied for a great many objects, 
from many different sources, at different times, some for past 
periods and some for future time and none of them having any 
relation to any others nor to any definite fiscal year. 

That there may be in the accounts of any concern both a debit 
and a credit balance at the same time in this single account is 
another element causing confusion. 

The problem is to set forth the accounts so as to show the 
following : 


Ist. The tax applicable to the fiscal year of the con- 
cern: as it is the object of all good accounting 
to allocate to its right period the expense of 
that period. 


2nd. To determine the relation of the tax applicable 
to the period to the total levy. 


3rd. To determine what part of the tax applicable 
to the fiscal year remains unpaid; what por- 
tion of future accruals are prepaid and the 
true standing of liabilities as respects taxes. 


The following diagram will serve to bring before the mind 
the various elements contained in the problem. 


C Accrued A Tax Levy G K D B 
: prior term : prior year : Tax levy during year i 


Taxes paid 


Accrued in fiscal year 
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Assuming that the accruals are correctly estimated, or that 
they have been made to coincide with the facts of tax actually 
applicable to the fiscal year by adjustments in the last few months 
of that year, we have in this situation the following element: 


Ist. The tax levied applying in part to the current, 
in part to the succeeding, fiscal year. 


2nd. The payment of tax which covers in part the 
accruals of a previous term, a part of the 
accruals of the current term and a part of the 
levy which extends into a future term for 
which no accruals have yet been set up. 


The problem is to have a simple direct method of accounting 
which will develop all of these various elements. To do this 
there must be an accrual account; a tax account as a part of the 
income account as a whole; and a tax liability account as a part 
of the liabilities account as a whole. 


Developing these, we have the following entries in connec- 
tion with the situation as disclosed by the diagram: 


Dr. Tax Accruat Account. Cr. 


Balance forward ........ E-F 
G-B 
A-B_ Balance down to new account. 


Dr. Income-Tax Account. Cr. 


ee E-F Closed into income account at 


close of period. 
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Treatment of the Tax Account. 


Dr. ACCOUNT. CR. 


Past Future 


and = term 
Current 
Term. Balance brought forward.. C-G 


Balance D-B resolvable into current account due D-B and 
prepaid K-D. 


The correctness of the accounts may be checked by comparing 
balance in the accrual account F-B by the balances in the liability 
account, using both the prepaid K-D and the outstanding D-B. 

It is immaterial, so far as the accounting is concerned, whether 
the taxes have been properly accrued to cover the period repre- 
sented by the fiscal year, or where the lines of old account, pre- 
payments, and previously levied taxes occur; the ledger accounts 
will at all times give a true statement of the conditions as to this 


account. 
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The Purchasing Power and Storekeeping Method 
of the United States Navy. 


By G. Hires. 


The Purchasing Power. 


Very few citizens of the United States fully appreciate the 
purchasing power of the Navy Department. During the fiscal 
year of 1907, the Bureau of Supplies and Accounts, spent for the 
thirty yards and stations, the enormous sum of $45,962,970 for 
naval stores alone. This term “naval stores” comprises every 
article used in the navy and is divided into thirty-two distinct 
classes of materials. 


The above mentioned expenditures brought forth a great 
array of competitors from all parts of the world, the total 
number of competitors being 2,800 for the fiscal year of 1907. 
The total number of bids received from the above mentioned 


competitors was 39,631 for the same period; of this amount, the 
majority were from bidders on the Atlantic coast. 


The materials desired by the yards and stations are advertised 
for by means of printed schedules, each schedule being for 
a particular class of materials, and each of these schedules 
being divided into classes of like materials. These schedules 
are sent out to all bidders whose names appear on the 
mailing list in the office of the Bureau of Supplies and Accounts, 
at Washington, D. C. The total number of schedules sent out 
to bidders during the fiscal year of 1907 was 742,900 copies. 
The average number of bidders per class, for the fiscal year of 
1907, was 3.963. The fiscal year of 1908, ending on the 30th 
of June, 1908, very materially surpassed the fiscal year of 1907 
in this respect, on account of the fact that a new idea was put 
into operation by the Navy Department; namely, the advertising 
for yearly contracts on certain classes of materials. This method 
has made competition exceedingly sharp and has increased the 
number of bidders five-fold and even more in some instances. 
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Storekeeping of the U. S. Navy. 


A great many items are purchased under printed govern- 
ment specifications which are always very rigid in their char- 
acter, and in many cases cause a great deal of trouble for 
the contractors, on account of the general impression among 
commercial people, who are not acquainted with the methods of 
the Navy Department, that anything will be accepted by the 
Government officials. This idea is a great error and has been 
the cause of numerous heavy losses. Several years ago this idea 
was true to a great extent, but latter years have rectified the evil. 
This evil of past years has been exterminated by means of 
methods adopted by a Board of Inspection created several years 
ago, on account of the spreading evil of passing inferior goods 
by men in close connection with contractors. This Board of 
Inspection is governed by a “Line Officer’; in other words, a 
graduate of Annapolis, and generally one of advanced years and 
experience, who appoints a sub-inspector in each department of 
the yard in question, to act as inspector. In this way, expert 
experience is brought to bear on the inspection of all material. 
This method was still further improved when chemical labora- 
tories were instituted at all the important yards, where all 
deliveries are subjected to the strictest examination by chemical 
experts and their report is final as to quality, the material being 
passed or rejected upon the result of this chemical report. 
Wages for labor constitute a large expenditure of money for 
the various yards and stations, the amount expended through 
this avenue during the fiscal year of 1907 being $18,627,644.26. 
The clerical force during the same period received 


$5,452,980.45. 


The Storekeeping Methods in Use at the 
League Island Navy Yard. 


THe Stock AND MANAGEMENT. 


The stock at the League Island Navy Yard is divided into 
four sections: “Account A,” “Account B,” “Account E” and 
Provisions and Clothing. Account A stock is comprised of fuel, 
machinery, guns, ammunition and all ordnance stores, wireless 
telegraph apparatus, navigating instruments and small boats. 
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Account B is comprised of all material bought for new ships 
under construction. Account E is the Naval Supply Fund stock, 
which is the general stock, carrying everything used in the 
navy, except the articles enumerated above. Provisions and 
Clothing stock is comprised of flour, beans, pork, vinegar, 
molasses, syrup, spices, coffee, tea, cocoa, canned meats, canned 
vegetables, canned and evaporated fruits, hams, salmon, plug 
tobacco and all clothing used by the jackies. 

The amount of stock kept at the League Island Navy Yard 
is as follows : 


Provisions and Clothing........ 200,000.00 
$6,086,727.07 


Account E stock will increase from time to time until all the 
material used in the navy will be bought under this account. 

The stock at the Navy Yards is under the care of a Pay- 
master, who is termed the General Storekeeper, assisted by 
several Paymasters, termed Assistant General Storekeepers and 
a large corps of clerks, divided into three sections; executive, 
issuing and shipping, and Naval Supply Fund and receiving. 
The executive section has the handling of all mail when first 
received, has charge of the pay rolls, making of vouchers, care 
of requisitions and contracts, making of inspection calls, handling 
and filing of correspondence, making of surveys and is in charge 
of the General Ledgers. The issuing and shipping section has 
the handling of all ships’ requisitions for stores and the receiving 
and shipping of all shipments to and from the different yards, 
assembling together of all ships’ allowances and the care of 
these. The Naval Supply Fund section has entire charge of the 
general stock amounting to about $700,000.00 and the purchasing 
of all material bought under this account, stock ledgers relating 
to Naval Supply Fund material, and specification files. The 
receiving section has charge of receiving all material delivered 
upon contract, having this material in its care until passed and 
taken away by the different stockmen or if rejected until the 
material is taken away by the contractors. 
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CaRE OF NAVAL 


The Naval Supply Fund stock is governed by a Paymaster 
who is assisted by a purchasing clerk, three bookkeepers, eight 
stockmen and twelve laborers. The stock is in the care of the 
stockmen, each stockman having several classes of material under 
his direct care. These stockmen are under the direction of the 
purchasing clerk, whose work in relation to the stockmen is of a 
superintending nature. 


The stock-keeping section of the Naval Supply Fund is the 
most interesting part of the store house work. The material is 
divided into buildings according to their nature and bulk, and 
the majority of the stock is in one building. However, such 
material as iron, steel, brass, copper, lead, zinc, pipe, tin and 
cotton waste is kept in a separate building; all material of a build- 
ing nature, such as cement, fire brick, asbestos, pitch and crude 
turpentine, is also kept in another building. Paints and oils are 
kept in a separate building, as is also all lumber. 


CARE OF NAvAL SuppLty Funp Stock. 


All material in the main building is arranged on shelves or 
racks, in rooms about 18’ by 24’ on both sides of a corridor about 
8’ wide. These rooms are all communicating and are arranged 
with windows opening into the corridor through which material 
is issued to workmen from the yard departments who have stub 
requisitions for material. The material on the shelves is ar- 
ranged alphabetically and by classes, one or several rooms being 
set aside for a particular class, according to the size of the class. 
The pipe fitting stock is arranged to very good advantage, as it 
is stored in specially constructed racks, made in the shape of 
steps. The size of these racks is 16’ long, 3’ 8” deep at base and 
14” deep at top. These racks contain eight bins in height taper- 
ing to top according to size of fitting. Each bin gets more shallow 
in depth and height and they ascend to the top. A small ledge 
runs the entire length of the rack in front of each bin. Each bin 
is stenciled with the name and size of its contents. Two of these 
bins are backed up against each other with space between for 
running a truck. This device is a great labor saver as well as a 
means of keeping the stock in an accessible condition. A stock 
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tally card is kept with each item, having thereon the name of 
the article, number of class to which it belongs, all necessary 
specifications, specification number, if any; size and how issued, 
that is, size of package or by pounds, ounces, gross, dozen, etc. 
The quantity received from the receiver, who turns over to the 
stockman on presentation of an inspection call, is placed on these 
stock tally cards; all issues are placed on cards which show date, 
stub requisition or invoice number, department or ship name and 
quantity issued and bring down the balance on hand. This 
balance should agree with the stock on the shelves and on the 
stock ledger books. A limit is placed on these stock tally cards 
by the Paymaster in charge, and when the balance appearing on 
the card becomes equal to or below the limit on card, the card is 
brought into the office and the amount to order is placed on stock 
tally card by the Paymaster in charge after consulting the pur- 
chasing clerk. He in turn puts the amount to order on a due 
card, which due cards are kept on file, by classes, for future 
ordering. When the material is ordered the due card is placed 
in a file cabinet representing material due on contract or on 
shipment from another yard. In this way, the amount due of 
any item can be ascertained immediately by consulting the 
corresponding card in this file cabinet. By the above method the 
stock is constant as the limits on the cards represent from three 
to six months previous issue. 


PURCHASING OR ORDERING SECTION. 


The purchasing and ordering is in charge of the purchasing 
clerk, who, when the need of any one class of material is sufficient, 
orders in one of the following four ways: 


No. I. 

If the total amount of material needed is over $500.00, a 
request form is filled out and sent to the Bureau of Supplies and 
Accounts, at Washington, D. C., which, in turn, asks for bids on 
printed schedules to be opened at a certain future date in Wash- 
ington, the lowest satisfactory bidder being given the contract. 


No. 2. 
If total amount of material needed is less than $500.00, an 
open purchase requisition is made out and forwarded to the 
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Bureau of Supplies and Accounts, who approves or disapproves. 
When requisition is approved, it is forwarded to the Purchasing 
Pay Office at Philadelphia, which in turn, puts out on the open 
market proposals for competitive bids, the lowest satisfactory 
bidder being given the contract. 


No. 3. 

A request is made on the Bureau of Supplies and Accounts, 
for shipment from other yards for various kinds of materials, 
each yard having its specialty, made so by purchase from a 
specialized home market or by manufacture in the yard. The 
Bureau issues a shipment order for the material desired, a copy 
of which is sent to each yard concerned. This is the most satis- 
factory manner of obtaining materials, on account of the quicker 
deliveries. This scheme does away with the delays caused by 
the lengthy periods of advertisement and delayed deliveries by 
contractors and also by the rejections of inferior goods which 
necessitate a satisfactory re-delivery. 

I look for the adoption in the very near future of the plan 
of having one purchasing station in the east for the yards and 
stations along the Atlantic coast and one in the west for all 
stations and yards along the Pacific coast, thereby centralizing 
the purchasing. This, in turn, would have a tendency to reduce 
the price very materially, on account of the possibility of buying 
in large quantities. It would also make it possible to have a 
standard sample of each article used in the Navy, whereas now 
each yard has at the present time its own particular sample of 
a majority of the material used. 

This plan would necessitate an additional cost of freight for 
the government, as all material is now purchased F. O. B. the 
yards concerned. This added expense would be largely over- 
come by the lessened cost of the material and the value of the 
possibility of the standardization of all articles bought on the 
open market. This standardization of material would do away 
with the heavy losses occurring from time to time, caused by the 
different yards buying material on specifications prepared by 
some one not acquainted with the material itself, the work for 
which it is intended, or the manner in which the material in 
question has to be procured. This plan would make possible a 
standard set of specifications governing all possible needs of the 
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different yards and stations, prepared by experts in one depart- 
ment whose business it would be to look into the needs of the 
different yards and stations and draught specifications that 
would meet all requirements. 


No. 4. 

By request on a yard department to manufacture in the yard 
concerned, certain special material that is not generally found 
in the commercial world. This plan is discouraged by the 
bureau on account of the possible excess cost of manufacture 
over purchase on the open market, but this plan has to be 
resorted to in some instances. 


CouRSE OF MATERIAL. 


1. Deliveries and Inspection. 

Material arriving at the yard first passes into the hands of 
the receiver, who reports its arrival to the call clerk, who issues 
an inspection call upon the delivery. This is sent to the Board 
of Inspection, notifying the board that the material in question 
is ready for inspection. If material is passed, it is turned over 
to the stockman concerned, on presentation of a copy of the call 
by the receiver; if rejected, the material is placed in a room set 
aside for this purpose, to await its removal by the contractor. 

The material after being turned over to the stockman is 
placed on the shelves or racks and the amount placed on card 
and the copy placed on file for future reference. This copy of 
‘the call is first handled by the purchasing clerk who turns it 
over to the stockmen after checking off the due cards the 
amounts delivered. One copy of the call is sent to the Naval 
Supply Fund bookkeepers, who enter the amount of material 
received, with price, on stock sheets. This copy is then sent 
to the general ledger bookkeepers, who enter the amount 
on this books aganst Naval Supply Fund. It is then forwarded 
to the voucher clerk, who makes out a voucher for the payment 
of the bill. 

2. Issuing of Stores to Ships. 

The ships that are built on the Delaware River are generally 
put into commission at the League Island Navy Yard and the 
allowance lists of the five different departments on each ship 
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are forwarded to the yard about a year in advance of the ship’s 
arrival. These allowance lists are checked by the different 
store clerks in the shipping and issuing section, and are then 
turned over to the different stockmen, who proceed to lay out 
the material mentioned on the allowance lists. 


When the stockmen have all the stores laid out, they send 
for the store clerk concerned, who checks off with the issuing 
transfer made out by the stockmen. If it checks, he signs one 
copy, which is retained by the stockmen to act as a receipt for 
the material issued. The store clerk then has the material re- 
moved to a room, or cage as it may be called, which is assigned 
for the department of the ship in question by the superintendent 
of the issuing section, who holds the keys to all of these cages. 
When the ship arrives at the yard, the stores are all supposed to 
have been assembled; if so, they are turned over to the ship, 
after being checked and signed for by the yeoman of the ship. 
Many articles are manufactured in the yard and are turned 
over to the general storekeeper for safe keeping and are put 
in their respective rooms and turned over to the ships as above 
mentioned. 

After a ship is first put in commission she is given a semi- 
annual allowance which appears in the allowance list just men- 
tioned. Twice a year a ship is allowed to procure from a navy 
yard all the items mentioned in the allowance list; this is done 
by means of ship requisitions which are sent to the issuing and 
shipping section, which proceeds to have the material assembled 
and taken care of in the same manner as mentioned above. If 
material which does not appear on the allowance is desired by 
a ship, or if an increased amount is desired, an excess ship’s 
requisition is made out and forwarded to the Bureau at Wash- 
ington. If approved, it is forwarded to the general storekeeper 
of the yard at which the ship is stationed, and is treated in the 
same manner as the requisition above mentioned. 


The store clerks on receiving the issuing transfers from the 
stockmen on receipt of material, make out an invoice to the ship. 
This is forwarded to the Naval Supply Fund bookkeepers, who 
fill in the cost of the materials appearing on the invoice, expend- 
ing the amount from their books. It is then forwarded to the 
general ledger bookkeepers, who credit Naval Supply Fund with 
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the amount, debiting appropriation with amount according to 
the department obtaining the material. 

Material is also drawn out by the yard department by the 
use of a stub requisition blank, signed by the head of the de- 
partment desiring the material. This is taken to the different 
stockmen who deliver to bearer of stub requisition the material 
appearing thereon. These stubs, after being expended by stock- 
men from their cards, are turned in to the Naval Supply Fund 
bookkeepers who fill in the price of the material on stub, ex- 
pending from the stock sheet the amount of material and the 
money involved. This, in turn, is passed on to the general ledger 
bookkeepers, who credit Naval Supply Fund with the amount 
and debit the appropriation mentioned on the face of the stub 
with the same amount. A summary of these amounts is sent 
to Washington at the end of each month. This same plan is 
carried out with the ships invoices at the end of each month. 


3. Final Disposition. 

In the event of a ship’s going out of commission, material is 
turned in to store and each article that is fit for issue is taken 
up on the books of the Naval Supply Fund directly from the 
ship’s invoices, which are then turned over to the survey clerk 
to make a survey for the balance. This survey is treated by 
official experts and the following dispositions are made: (1) 
Reserved for ship, if of especial construction. (2) Yard repairs 
and reserved for ship if needing repairs and of special con- 
struction. (3) Contract repair and the same final disposition 
as above if article cannot be repaired in the yard. (4) Put on 
the dump or firewood pile if totally unfit for service. (5) Scrap 
heap if material is iron, steel, brass, copper, lead, or zinc. (The 
iron and steel scrap is sold; the other scrap is remelted into 
ingots and issued to yard departments.) (6) Old rope and cork 
is shipped to the Navy Yard, Brooklyn, N. Y., for use in making 
life jackets and fenders. (7) For sale if unfit for navy purposes, 
but still has some value. 

These sales of condemned stores are held twice a year gen- 
erally, carried on by competitive bids, the highest satisfactory 
bidder being given the lot. 

These sales are divided into lots according to class of 
material and are so arranged that they bring to light great 
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rivalry among the bidders, and therefore very sharp bidding. 
There are men who make a practice .of bidding on these sales 
regularly and make big money in this way, as the material brings 
only a small fractional part of its present value. This process 
netted the Government last year the neat sum of $448,701.61, 
but the real value of the material represented by the above sum 
would undoubtedly run into the millions. The changing of 
specifications and standard samples makes this sale possible, for 
as soon as the patterns or specifications change, all of the old 
patterns are condemned (the present first class condition is not 
taken into consideration) and put into the sale. 

The Navy differs from a commercial concern in this respect: 
in commercial houses every article is used until its usefulness 
is extinct, except possibily where new inventions have come to 
notice that would materially change the output, thereby chang- 
ing the profits; then, and then only, is anything cast aside with 
a spark of usefulness visible. But in the Navy all material is 
kept constantly up-to-date. This applies especially strongly with 
articles manufactured in the yard, as the foremen of the different 
shops act as experts in conjunction with the officer named on 
the survey, and all material passing under their vision that is 
obsolete is immediately condemned for sale, so that their shop- 
men will have the work of making up the new patterns for the 
ship, when she goes into commission again, rather than of mak- 
ing slight repairs to the articles that would possibly answer for 
the ship in question. 


4. Different Classes of Materials. 


The division of the material would no doubt be interesting. 
The following list will show how well the material is divided: 


Class 1.—Anchor and chains. 

Class 2.—Electrical material. 

Class 3.—Canvas bags, coaling bags, hammocks, sails, ete. 

Class 4.—Blocks. 

Class 5.—Bolts and nuts, washers, rivets. 

Class 6.—Paint brushes, brooms, dust brushes. 

Class 7.—Building materials, such as cement, sand, brick, 
etc. 

Class 8.—Canvas, rope, twine. 
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Class 9.—Clothing. 

Class 10.—Muslin, thread, upholsterer’s supplies. 

Class 11.—Fuel. 

Class 12.—Furniture, china, glass, agate and plated ware. 

Class 13.—Window glass. 

Class 14.—Hardware. 

Class 15.—Harness, feed, hay. 

Class 16.—Navigating instruments, scales, thermometers. 

Class 17.—Lamps, lanterns, wicks, fixtures. 

Class 18.—Leather and belting. 

Class 19.—Lumber. 

Class 20.—Machinery and machine tools. 

Class 21.—Metals. 

Class 22.—Ordnance materials. 

Class 23.—Packings, pipe coverings, asbestos, magnesia, 
hose. 

Class 24.—Paints and oils. 

Class 25.—Pipe and fittings. 

Class 27.—Provisions. 

Class 28.—Boat equipment. 

Class 29.—Stationery. 


Class 30.—Stoves, galleys and fixtures. 

Class 31.—Tools. 

Class 32.—Miscellaneous, such as cotton waste, matches, 
sporting gear, soaps, toilet paper. 


. All of the above classes are carried under Naval Supply 
Fund except Classes 11 and 22 and part of Classes 16 and 20 
which are carried in Accounts A and B, exclusively, and Classes 
g and 27 which are carried under the Provisions and Clothing 
account. 
5. Payments. 

Payment for material is made by vouchers, which are for- 
warded to the Bureau of Supplies and Accounts, in case of a 
contract, and to the Purchasing Pay Office at Philadelphia, Pa., 
in case of an open purchase requisition bought through this 
office. 

These vouchers are checked up with the original contract or 
requisition as to price and if they are found correct a check is 
immediately forwarded to the contractor. 
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In former years contractors were compelled to go under 
bonds in all contracts with the Navy Department, but within the 
past year all contracts of less than $500 have been awarded 
without a bond being necessary. This feature has brought for- 
ward a greater number of bidders and has dispensed with a great 
deal of dissatisfaction among government contractors in general. 

These bonds were demanded to protect the Government from 
loss incurred by the non-delivery by a contractor. This loss is 
now covered by a penalty clause in each contract, which pro- 
vides for a stipulated amount to be deducted from the voucher 
in the event of non-delivery within the time limit, which is in- 
dicated on each contract. This clause is very often waived by 
the Government, but if the Government has actually suffered 
any loss the penalty clause is strictly adhered to. In case a 
contractor fails to deliver acceptable material, the material is 
then bought upon the open market and the difference between 
the open market price and the original contract price is charged 
to the contractor, who is compelled to pay. Very often appeals 
aie made by contractors to the Navy Department, and the cases 
are then brought up for investigation, but, as a rule, the con- 
tractor is forced to pay. 

With the payment of the material I believe my story of the 
Purchasing Power and Storekeeping Methods of the United 
States Navy is at an end. 
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EDITORIAL 


Examiners and Examinations. 


The London Accountant, in its issue of February 26, dis- 
cusses Mr. Chase’s paper on “Our Critics,” delivered at the 
annual meeting of the National Association of Certified Public 
Accountant Examiners in Denver and printed in the October 
issue Of THE JOURNAL oF AccouNTANCYy. The Accountant 
thinks Mr. Chase’s reply to his critics is “singularly ineffective 
and far from convincing,” but agrees with him that it is no part 
of an examiner’s duty to explain to candidates why they have 
failed, or to give them correct answers to the questions. We 
think the Accountant hardly does Mr. Chase justice. He quite 
rightly objects to the assumption that the examiners, as a rule, do 
not do their level best to test the qualifications of every candi- 
date. The notion that boards of examiners in our different 
states are trying to keep meritorious young men out of the pro- 
fession of accounting is entirely without foundation. Neverthe- 
less examiners should beware of undue sensitiveness. They 
ought to welcome criticism, for their task is a difficult one with 
which most of them have had little experience. If critics kept 
silent, examiners might soon get an idea that they had really 
solved a problem which has perplexed many a generation of 
school teachers. 
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Editorial. 


The chartered accountants of Scotland have wisely decided 
to stop the conduct of “preliminary” examinations and to accept 
instead school certificates. This is already the practice in the 
United States, and some accountants think we might go still 
further and give some recognition to the degrees and certificates 
granted by university schools of accounts, thus reducing to a 
minimum the work of boards of examiners. It is doubtful if 
such a step would be wise or expedient, yet it is certainly time to 
consider whether or no the preliminary education now required 
of candidates is sufficiently broad. The certified public account- 
ant ought to know a good deal more about the science of business 
than is taught in any high school. Political economy, money and 
banking, foreign exchange, industrial history and organization, 
commercial geography and history—these are subjects which 
ought to be part of the educational equipment of every 
accountant. 


The Corporation Tax. 


The February Yale Review publishes a very intelligent and 
suggestive article on the Federal Corporation Tax by Mr. A. M. 
Sakolski, a statistician of New York City. He calls attention to 
the disregard shown by law makers for accounting principles and 
nomenclature, instancing the common practice of making the 
expression “intangible assets” include such property as stocks, 
bonds and mortgages. Mr. Sakolski in general is in agreement 
with accountants with regard to the absurdities of the law, but 
seems inclined to the opinion that the administration, by follow- 
ing a liberal policy, will be able to collect the tax without com- 
pelling corporations to follow specific methods of book-keeping 
and without subjecting them to any great inconvenience. 

In his discussion of possible methods of evading the tax he 
makes an interesting point with regard to paper profits, as 
follows: 


“A problem of no small importance in relation to corporation 
profits at the present time and one that may: be ignored entirely 
in the assessment of the tax is the treatment of so-called ‘paper 
profits.’ Such profits are not realized in the form of cash or its 
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equivalent and are accordingly not brought into the revenue 
statement of the corporation. These profits arise usually in the 
exchange of assets or in the redemption of liabilities. They may, 
however, be the result of the revaluation of assets or the receipt 
of stock dividends. Although the crediting of such profits 
directly to surplus does not affect the income account of the year 
during which the profits are ‘written’ on the books, the actual 
income earned in future years may be affected whenever the 
increased value of the assets represented by the ‘paper profits’ 
are realized in the form of cash through sale of the assets. In 
such an event the final realization of the ‘paper profits’ would 
escape taxation, since no profits will be shown by the books of 
the corporation. Thus, a corporation exchanges securities of 
$1,000,000 cost value for other securities having no definite 
market value, but which are placed on the books by the directors 
at $1,500,000. The resulting ‘paper profit’ of $500,000 is 
credited to the surplus account of the corporation, but inasmuch 
as nothing is received in the form of cash assets, the profit does 
not appear in the income statement of the year. Accordingly no 
tax can be assessed for the amount. During the next year, 
however, the securities in question are sold at their book value. 
The ‘paper profit’ which was credited to surplus the previous 
year thus becomes an actual profit and is available for distribu- 
tion among the shareholders. The amount is not subject to tax, 
however, for the books show no additional income during the 
year from the sale of the securities, but merely a transfer of 
assets. Evasions of this character would not be uncommon in 
these days, when many of the large corporations are holding 
companies and mergers through exchange of securities are con- 
stantly taking place.” 


If the corporation tax stands the legal test to which it is now 
being subjected, it will undoubtedly give both accountants and 
lawyers plenty to worry over during the coming years, and in- 
cidentally be the source of considerable income to them. So 
much of the business of the country is now being done by 
corporations that it is doubtful if any schedule can be prepared 
under the existing statute that will not work gross injustice to 
many an enterprise. 
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Public Accounting as a Safeguard to the Credit 
System. 


In a speech delivered on February 22, 1910, at a meeting of Group 8 
of the Pennsylvania Bankers’ Association in Pittsburg, President Lewis E. 
Pierson of the American Bankers’ Association and of the Irving National 
Exchange Bank of New York, laid special emphasis on the importance 
of bankers encouraging the idea of exhaustive independent examinations 
of the business affairs of their customers by public accountants. He gave 
as a reason for this the necessity of accurate and reliable information in 
order to safeguard the present system of bank and merchandise credits. 
He predicted that the time was rapidly approaching when the giving of 
credits will depend upon such reliable and unprejudiced financial state- 
ments as are given by the public accountants, and when false statements 
will avail but little. 

Mr. Pierson’s speech, which was entitled “Obligations,” was in part as 
follows: 

The system of bank and merchandise credits to-day is widely different 
from that in vogue years ago. 

In former years merchants borrowed from their banks almost entirely 
upon accepted drafts or notes from their customers, each item represent- 
ing the actual merchandise transaction, and, bearing the obligation of 
both the seller and the purchaser, gave the Bank the security of two 
names. 

Merchandise selling terms today, however, include such liberal dis- 
counts for cash or ten day payments, that no buyer can afford to neglect 
these discounts, and consequently, we have a system of very short credits 
throughout the country, so that the giving of notes and accepting of 
drafts between buyer and seller has diminished, and now prevails in but 
a few lines of business. 

This has necessitated a new relationship between the Bank and its 
borrowing clientele, as the latter is unable to offer customers’ obligations 
in bankable form, and has, therefore, been forced to ask single name 
accommodation. The Bank in turn, has been forced to satisfy itself that 
the financial condition and moral character of the borrower is sufficiently 
strong to justify such single name loans. 

This condition has naturally led the Banks to require frequent financial 
statements from their borrowers, and at the same time establish credit 
departments to investigate their general standing. The Credit Depart- 
ments of Mercantile houses have also developed and the eustom of the 
Banks in requiring statements is being followed by all large mercantile 
concerns. 

Each year more and more reliance is being placed upon the figures 
shown in these statements, and it, therefore, becomes an obligation and 
a duty to encourage the employment of public accountants by our cus- 
tomers, in order that a correct and unprejudiced exhibit may be revealed 
to themselves and their creditors. 
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The time is fast approaching when the giving of credits will be predicted 
upon accurate information, and the time is also coming, and coming fast, 
when it will avail but little for any person to make a false statement of 
his affairs. 

We all know of large losses through reliance upon statements which 
have been proven false, and know that these losses are simply polite swindles 
which come properly under the criminal classification of ‘‘Money obtained 
under false pretense.” 

There are a number of organizations now working to punish these 
swindles, and it is gratifying to note the success which has rewarded 
their efforts, particularly those of the Merchants Protective Association 
of New York, which, in the last few years has secured the conviction of 
a number of persons causing losses to their creditors through false state- 
ments. 


Their success is largely due to the action of the New York Legislature 
in passing a law making such convictions possible, and also to the fact 
that the prosecution was urged upon the District Attorney, not by an 
individual creditor, but by an Association pledged not to compromise 
any case once placed in its hands. 

In other states the same action will bring similar results and with this 
idea in view the Counsel of the American Bankers’ Association, with the 
Counsel of the National Association of Credit Men, has prepared for State 
adoption a draft of a proposed legislative Act which specifically defines 
as a crime the making of false statements either by an individual acting 
in his own behalf, or for his firm, or as an officer of a Corporation. 

This Act has been approved, and is being urged by Mercantile Organi- 
zations throughout the country, and your Association can do no better 
work for the benefit of your own Institutions and your business community, 
than to encourage by every means in your power, the idea of exhaustive 
independent Auditors’ cxaminations of the business affairs of your 
_ customers—urge upon your Legislature the enactment of this Bill to 

punish the making of false statements—and also, upon its enactment, 
see that its every infraction is followed by speedy punishment. 


The British Parcels Post. 


The following paragraph from the London Accountant would seem to 
indicate that there is need for some scientific cost accounting in Uncle 
Sam’s Post Office Department: 

It is announced that the postage rates on parcels between the United 
Kingdom and Canada have been materially reduced as from the 1st inst. 
in the case of all packages exceeding 1 lb. in weight. The new rate for 
parcels not exceeding 3 lbs. will be 1s., for parcels not exceeding 7 Ibs. 
2s., and for parcels not exceeding 11 lbs. 3s. The rate now superseded for 
parcels of the last named weight was ss. 8d., being at the rate of 8d. for 
the first Ib. and 6d. per Ib. thereafter. 


452 


i 


— 


Uniform Municipal Accounting. 
In Kentucky. 


That the Conference on Uniform Legislation, which was held in Wash- 
ington, in the early part of January, is bearing fruit, so far as Accounting 
Legislation is concerned, is evidenced by recent developments in 
several states. In Kentucky a uniform accounting bill recently passed 
the Senate. In the House, however, when the bill came up for passage 
on March 11, it was voted to postpone it indefinitely. In regard to the 
bill the Louisville Herald makes the following premature comments: 

The uniform accounting bill, advocated by State Inspector and 
Examiner M. H. Thatcher, has passed the Legislature. In placing this 
law upon the statute books the General Assembly has done good work 
for the State. It will be the cause of saving many thousands of dollars 
to the people, and at the same time effectively blocking the first step to 
official dereliction and wrongdoing. 

Hitherto no uniform system of accounting has prevailed in the munici- 
palities of Kentucky. Each town and county has been left to follow its 
own plan, which in a great many instances resulted in no plan at all being 
followed. The general incoherence of bookkeeping has made it practically 
impossible for the most vigilant inspection to provide a proper check upon 
the trusteeship of public money. 

Mr. Thatcher, who has devoted himself to the duties of his office with 
unremitting fidelity, has found himself confronted with insuperable 
difficulties. In some cases he has unearthed evidences of carelessness 
and illegal expenditure, and not a little money has been refunded to the 
State as a consequence of his investigation. But this probably represents 
a small fraction of the leakages that have been going on for years under 
the slipshod methods of conducting the people’s business. 

With the adoption of the new system, modeled after laws obtainin 
in other States where this progressive step was taken years ago, an en 
will be put to the opportunity for incompetent or Pm officials to 
evade the consequences of their failure to properly discharge their tasks. 


In New Jersey. 


The movement has not progressed quite so far in New Jersey, but 
definite steps have at least been taken. Early in March a uniform ac- 
counting bill was introduced in the Senate. This bill was one of those 
proposed by Governor Fort to the Mayor’s Conference, and was indorsed 
by the city executives. Its provisions are in accordance with the 
most advanced statutes of the kind in other States. 

It extends the power of the Commissioner of Accounts and gives him 
supervision over the accounts of all cities, counties and other municipali- 
ties. It provides for a uniform system of accounting and for the audit 
of all accounts, the expenses of audit to be borne by the various municipal- 
ities. A department similar to the one proposed has been in operation in 
Massachusetts for many years and in Wyoming, Ohio and various other 
States, and judging from their experience, should grow to be one of the 
most important in the State. 

There is a department of this kind which enables its officers to get the 
exact amount of city and county expenditures in the State of Wyoming, 
and it was reported by the commissioner that taxes have been reduced 
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30 per cent. during the past ten years, although the population has in- 
creased by one-half, and a head of a similar department in the State of 
Ohio reported in 1908 that his State had saved $1,000,000 yearly for the 
last decade by adopting a system similar to the one proposed. 


In the opinion of the committee this is one of the most important 
laws that has been brought before the Legislature for several years. The 
bill has been most carefully prepared, and if it becomes a law, will un- 
doubtedly be a great benefit to the public at large and result in a saving 
to the taxpayers. 


This would give the Commissioner of Accounts practically the same 
supervision in regard to municipalities as the Commissioner of Banking 
and Insurance has in regard to banks and insurance. 


University Training for Accountants. 


The writer of the article now before us suggests that in the case of 
Scottish Chartered Accountant students (who are already required to 
attend a course of university instruction in law) it would be well if arrange- 
ments could be made by which instruction in Mathematics, Actuarial 
Science, Political Economy, and Law, could be given by the Universities 
or some other authoritative body, and the proficiency of the students in 
these subjects duly tested by them and by them alone. This arrange- 
ment, it is pointed out, would have the effect of confining the work devolv- 
ing on the General Examining Board to that for which its members are 
best fitted, namely, the examination in the purely professional subjects 
of Accounts and Auditing. In Scotland, where there is a University at 
the headquarters of each of the three Chartered Societies, such an arrange- 
ment could surely be effected without serious difficulty and should be 
productive of the very best results. In England, however—where 
practitioners, and therefore accountant students, are much more widely 
scattered—any scheme of the kind would necessarily be affected with 
much greater practical difficulties; but if the benefits of the arrangement 
were to be duly appreciated, we cannot help thinking that it would be 
generally admitted that the difficulties were worth combating. Law 
students, as a matter of course, come up to London in order to complete 
their due preparation for their Final examination, and it is, we think, 
incontestable that accountant students articled to provincial practitioners 
would gain much most valuable experience if they equally were to be 
required to attend during the last year of their articles if not in London, 
at least at some recognized provincial centre where adequate instruction 
on University lines could be provided.—London Accountant. 
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The Antonym in Accounting. 


To THE ees or Accountancy: There is one phase of the subject 
of unifom Accounting Terminology which appears to have received no 
consideration to this time, that of the antonym. 

The Standard Dictionary defines Antonym: A word directly opposed 
to another in meaning; an antithesis or counterterm; the opposite of 
synonym. This word may be considered to express the underlying 

rinciple of double entry bookkeeping, for at the very foundation we have 
Debit and its antonym, Credit. Carrying this idea out to its logical con- 
clusion there should be an antonym for practically every term used. 
few examples, not all of which will meet the approval of the committee 


perhaps, are here presented: 


Debit Credit 

Asset Liability . 
Income Outgo 
Receipt Disbursement 
Revenue Expenditure 
Profit Loss 
Surplus Deficiency 
Purchase Sale 
Receivable Payable 
Active Passive 
Fixed Floating 
Actual Fictitious 
Working Idle 

Gross Net 


This list should be extended to comprise every term susceptible to the 
penne. and in determining the definitions of any term due attention 
should be paid to the definition of the antonym. Strictly speaking there 
can be no two words of exactly the same meaning; for this we have the 
authority of the philologists and indeed it must be plain that of two words 
of precisely similar meaning one is sure either to fall into disuse or to 
receive a new meaning. If we are to adopt a uniform accounting termin- 
ology we must become purists, and may no longer use Income, Receipts, 
Revenues interchangeably and surely not when coupled with one or the 
other antonym of these words, i.e. Outgo, Disbursement, or Expenditure. 

It may stated confidently that the publishers and editors of the 
three great American dictionaries will welcome any assistance that may 
be proffered by the Committee on Accounting Terminology of the Amer- 
ican Association of Public Accountants, and that even if we cannot hope 
for the adoption by the general public of the definitions upon which we 
shall be agreed we shall at least find that our technical definition will 
receive proper consideration in the better class of reference books. 

Wituram Douce, C. P. A. 


San Francisco, Cal. 


Announcement. 


The new firm of Strachan, Stover, Rand & Bishop, Public Accountants, 
has opened offices at 59 Temple Place, Boston, and branch offices in New 
York, Chicago, St. Louis and Dallas. The members of the firm are 
G. Duthie-Strachan, Waldron H. Rand, Newman W. Storer and George L. 
Bishop. 
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The Honesty of Wall Street. 


Commenting on Mr. E. S. Suffern’s article in the February Journat, 
the Boston Transcript says: 


Nevertheless it should be possible to make examinations that would 
prevent some failures and minimize many losses, and Mr. Suffern suggests 
a form of report which, while it would opportunely reveal weaknesses, 
could hardly be misused to the advantage of others. It should show among 
the assets cash on hand and in banks; securities deposited with banks and 
bankers, less loans against the same; securities on hand and in transfer, 
either rated at current quotations or, if unquoted, at cost; miscellaneous 
accounts receivable, secured and unsecured; equity in stocks borrowed 
and loaned; investments other than securities, to be investigated if large, 
and equity in market transactions or error account. The statement of 
liabilities should reveal the securities carried for customers, whether 
owned outright or on margin, less debit balances; finally showing the 
net due customers and the free balances due customers. It should state 
also other accounts payable; deficit, if any, in stocks borrowed and loaned; 
deficit in market transactions or error account; capital accounts of 
partners, and profit and loss. * * * 

The proposition seems a sound one, and it is favored by the argument 
that muckraking magazines have implanted in many minds, ideas which 
it is important to dispel—for instance, the notion that the exchanges are 
covering the devious trails of many weak and dishonest houses. That of 
course is not true, the best proof being that, when a sharp turn in the market 
occurs, such houses suspend, while the vast majority survive. Since, 
however, the exchanges as a whole, and Wall Street in particular, have 
fallen under suspicion, it seems desirable to offer irresistible proofs of 
good faith and integrity such as indicated; and it is easy to see how many 
a firm might be opportunely warned of its own danger points by the im- 
partial outside examination which would tend in a great measure to safe- 
guard its customers and the public. 


Moody's Magazine for March also comments favorably upon Mr. 
Suffern’s article in the February JourRNAL. It says in part: 

The point of Mr. Suffern’s suggestion is that such a statement would 
reveal nothing which the houses dealing with the firm examined would not 
be entitled to know, while the obligation of making a report would prevent 
such peculiar practices as have recently resulted in three failures of Stock 
Exchange houses and the expulsion from the exchange of two prominent 
brokers, reviving the public hostility which had been dormant since the 
excitement which caused the appointment of the Hughes commission blew 
over. Mr. Suffern would have periodical examinations of brokers made 
by certified public accountants of the brokers’ choosing, whose report 
would be submitted to the governors of the exchange. The governing 
committee might, if it chose, have a special examination made by its own 
accountants at any time. 
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Editorial.° 


It is worth noting that a plan similar to that which Mr. Suffern thinks 
should be made obligatory by the exchange authorities, has already been 
voluntarily adopted by a prominent brokerage house which is a member 
of the Consolidated Exchange and therefore not under the jurisdiction of 
the big board. This house recently made public its third quarterly report 
of its financial condition, based upon examination by one of the best 
known accounting firms in the country. The report is in very much the 
form recommended by Mr. Suffern. In addition to the regular quarterly 
report the firm referred to offers to have a special audit made at any time 
upon request of any three customers whose accounts aggregate $10,e00. 
The results of this experiment, though it should no longer be termed an 
experiment, has been, we understand, decidedly satisfactory to the firm 
itself as well as to its customers, and has brought in a large number of 
new accounts. 


Municipal Financial Reports. 


The financial reports of four cities—two large and two small—are 
lying on the writer’s desk at the present time, and a hasty examination 
of them gives rise to the judgment embodied in the preceding paragraph. 
The cities are Cambridge, Mass., Charleston, S. C., Middletown, N. Y., 
and Montclair, N. J. The value of these and similar reports is to be found 
in the administrative assistance which they render the various heads of 
departments in the cities for which they are made, and the knowledge 
which they afford the citizens and students of municipal affairs with 
reference to the relative and actual cost of maintaining the various gov- 
ernmental functions. Taken as a whole, the “auditors’” reports of our 
cities are from the standpoints mentioned more valuable than those of the 
“treasurers ;” but in some cities the “treasurers” seem to be the more 
progressive officials, and have introduced accounts which enable them to 
publish the more elucidating reports. The situation last described seems, 
from the reports at hand, to prevail in Montclair and Charleston; while 
the opposite condition of affairs exists in Cambridge and Middletown. 

The treasurer of Montclair presents an analysis of receipts and dis- 
bursements which places him in the list of city officials with faces set in 
the right direction. His report classifies receipts under three heads, ac- 
cording to the authorization for their collection, as follows: “Revenue 
accounts of prior years,” “Revenue accounts of current year,” and “Other 
sources.” The report further arranges the amounts reported under the 
three heads mentioned opposite 45 subheads, some portion of which, like 
“Taxes,” “Excise licenses,” “Special assessments,” “Interest,” “Bills 
payable,” “Certificates of indebtedness,” and “Title searches,” fully 
disclose the economic character of the receipts; while others, such as 
“Police Department,” “Fire Department,” etc., record the office through 
which the receipts are collected, but not their character, or the services 
for which they are collected. 
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The classification of receipts by the Montclair treasurer cannot, there- 
fore, be called ideal or scientific. It is rather a first good attempt to 
apply correct ideas to the classification of governmental receipts. It has, 
therefore, much less to commend it to the administrative official, the 
economic student, or the average taxpayer, than the more complete class- 
ification of receipts to be found in the treasurer’s report of Charleston 
and the auditors’ reports of Cambridge and Middletown. These reports 
present detailed statements of all receipts, classified not only into revenue 
and non-revenue, but also by source or character, and, in the case of de- 
partmental receipts, also classified by department receiving. Emphasis is 
given in the reports of these three cities to the classification by source or 
character, the several items being arranged and grouped so as to bring 
out those facts coneerning municipal receipts, which are considered im- 
portant by students of public finance. These three reports make use of 
substantially the same system of classification, but differ somewhat in the 
methods of presentation, as is required in part by the difference in the 
volume of business of the cities for which they are prepared. The method 
of presentation also reflects the different applications of the printer’s art, 
or the taste of the statistician in presenting common facts—Government 
Accountant. 


Values of Assets in Balance Sheets. 


“When r..fortune turns its searchlight on the affairs of a joint-stock 
company it is a common experience for the shareholder to find that the 
difference between the realizable value of the assets and the price at which 
they stood in the balance-sheet is great enough to spell ruin to the 
concern.” 

“A balance-sheet, as understood in its legal aspect and according to 
the pure theory of auditing, does not attempt to show the prices that the 


_assets might be expected to fetch if realized. The public and the share- 


holders generally believe that it does, and consequently are very much 
astonished and aggrieved when the difference between balance-sheet figures 
and realizable value is made evident by the light of fact.” 

The foregoing extracts from an article which recently appeared in the 
Economist were the basis of a long disquisition on the evils and short- 
comings of the present-day balance-sheet. We are not by any means 
disposed to contend that company balance-sheets are always what they 
ought to be, but it would be interesting to see the principles advocated by 
the Economist applied to some of the most prosperous undertakings in 
the country. In the first place, the writer of the article advocates the stating 
of the assets at their realizable value, and then proceeds to say that 
goodwill should be entirely eliminated. Surely there is here a little 
inconsistency. Why should goodwill be singled out and made an exception 
if it possesses a realizable value? We grant the difficulty of assessing its 
true value, but if it cost, say, £10,000 twelve months ago, and the company 
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has had a successful year’s trading, who is to say that it would not fetch 
the same to-morrow? Then the plant and machinery is to be reduced to 
the value which it would fetch if realized, which means that at least half 
the cost must be written off the first year. It is a matter of common 
knowledge that the salable or break-up value of machinery bears no 
relation whatever to the cost price. It is not bought to be broken up and 
sold, but to be used as a means of production, and its continued capacity 
to produce is the true basis of its value. Stock in trade, on the other 
hand, is bought for the purpose of being sold again at a profit, and, there- 
fore, it is valued on a different basis.—IJncorporated Accountants’ Journal. 


Accounting Terminology. 


We referred some time since to the Committee which has been ap- 
pointed by the American Association of Public Accountants on the 
question of terminology, and we reproduce in another column an article 
by Mr. Seymour Walton, A.B., C.P.A., giving a sketch of the work which 
lies before the Committee, from which it will be seen that they take a 
broad view of the scope of their work. It is premature at the present time 
to enter upon any detailed discussion of the question, but we shall hope 
to do so when the report of the Committee, which is to be presented to the 
annual meeting of the Association in October, is published. It is, perhaps, 
too much to hope that any real uniformity will be the outcome of the 
Committee’s work, but it is possible that the report, and the discussion 
which may be expected to follow its publication, will lead to a clearer 
connotation of some of the terms in ordinary use and to the elimination of 
others which appear unsuitable—London Accountant. 


Accountants Advertising. 


A subscriber has drawn our attention to the fact that paragraphs that 
may very properly be regarded as unprofessional advertisements on the 
part of accountants sometimes get into the press without the knowledge 
or consent of the practitioner to whom they relate. This, no doubt, is 
occasionally the case, but such instances would certainly be even fewer in 
number if the action of all practitioners were to conform to the rule, that 
puffing paragraphs are unprofessional. While newspapers are frequently 
being asked to insert such paragraphs, it is not altogether surprising that 
they should fail to appreciate that they are being asked to do something 
which the majority regard as improper. When a professional man enters 
public life it is, of course, essential that the rule should be relaxed to 
some extent, but clearly advantage ought not to be taken of such occasions 
to smuggle in a professional advertisement incidentally. As an instance 
of what we mean, the recent issue of a provencial contemporary contains 
a paragraph relating to a member of the Institute in which it is stated: 
“He has had a wide experience of all branches of accountancy practice, 
he has for some years applied himself more particularly to audit work” 
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and more in the same strain. Above the paragraph in question appears 
a portrait of the practitioner, and the whole is apparently justified by the 
fact that he is a candidate for the post of City Elective Auditor. Natur- 
ally, we do not wish to discourage qualified accountants from seeking 
such positions, and we know that they are hardly likely to be successful 
unless something in the nature of advertising appears; but, after all, it 
cannot seriously be suggested that there is any occasion to refer in detail 
to the professional experience of a candidate for the post of Elective 
Auditor. It should be quite sufficient to state that he is a Chartered 
Accountant without going into wholly unnecessary details—London Ac- 
countant. 


Tests for Bank Clerks. 


It appears that The Monetary Times, of Toronto, has discovered some 
new facts about the rigidity of examinations and tests for business men 
in the United States, as is evidenced by the following article: 

These are said to be the latest tests for American bank clerks: Test 
for gambling prosperity: Let the examiner have a ticker and a phono- 
graph concealed in the room. During the conversation set the ticker going 
and have a voice from the phonograph cry out :— 

Atchison up three points, or Reading off and going down, and care- 
fully observe the result. 

If the examined man appears to take no notice, he may be recom- 
mended for continuance in office, but if his lips quiver nervously and he 
thrusts his hands in his pockets, and his eyes flit back and forth, while 
his face flushes with anxiety, then the examiner should recommend that 
all the funds and securities be spiked down without delay. 

Test for the drink peril: Place before the men different colored 
pieces of paper, with the names of the various liquids conspicuously 
printed upon them—water, coffee, beer, wine, whiskey, highball, etc. Ask 

‘him to glance rapidly at each in succession, and repeat often. Notice 
particularly on which his glance rests longest and to which it returns 
oftenest. 

If his eye rests longest on water or coffee, the danger from a perverted 
appetite is minimized. But if his eyes are attracted by “highballs,” then 
put out the red signal in the report. A half second’s lingering on the 
word “whiskey” is also a bad sign. 

Test for domestic virtue or undue female influence: Let the examiner 
have some woman call up the cashier suddenly on the ’phone with a 
message something like this :— 

“John, oh, John, the baby has cut another tooth.” The examiner 
should note the effect of this message. If the man seems elated, if his eye 
brightens and his voice softens, and he looks proud and happy, it indicates 
that he is safe in that direction. The baby anchor will hold in any gale. 
But if he shows indifference or vexation, the domestic tie is not strong 
enough to warrant security. He will bear watching. 
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DICKSEE’S AUDITING—SECOND AMERICAN EDITION. By Lawrence 
R. Dicksee. Published by Ronald Press, New York, 1910. Price $5.00. 


Mr. Montgomery’s second edition of the American rendition of Dick- 
see’s Auditing is a distinct improvement, not only over the first edition 
but also over anything else that has yet been published on this subject. 
The principal reason for this seems to be that the book contains a great 
deal more of Montgomery than it does of Dicksee. It is a pity that the 
author has been led by his modesty to call it Dicksee’s Auditing at all 
and we trust that the next edition will be styled American Auditing by 
R. H. Montgomery, and will contain only a recognition of the debt due 
to Dicksee not only by the author but also by the entire profession. 


The treatment of most of the subjects is very thorough and in accord- 
ance with the most advanced ideas, especially when the author gets away 
from the English text and gives his own opinions, about which there is 
not the uncertainty that usually characterizes Dicksee’s utterances. 
Especially excellent are the chapters on Depreciation, Funds and Reserve 
Accounts, though in regard to the latter it is sometimes difficult to deter- 
mine whether he uses the term as synonymous with Surplus or not, as in 
the remarks as to Investment Companies, on page 127. In this connection 
we regret to note that he advocates a secret reserve in certain contin- 
gencies, when it is so easy to set out the exact truth by putting the facts 
in a parenthesis. 

In judging of the value of the first part of the book, which treats of 
the practical work of the auditor, it is necessary to know for whom it is 
intended. If the object is to furnish a compendium to those who have 
already had considerable experience and need only to have their memories 
refreshed, the treatment of the various divisions of the subject is suf- 
ficiently ample. But if the object is to teach the inexperienced student 
we think this part of the work should be considerably amplified. For 
one thing, the reasons for the conclusions or the instructions should be 
given, for the student has not really learned any principle, nor thoroughly 
understood any instructions unless he knows the ‘‘why.”’ 

Again, the subjects are not treated exhaustively enough for the student. 
In speaking of Trust Companies, the author says that the audit must em- 
brace the trust, safe deposit and such other departments as may be con- 
ducted by the company, but he does not explain any of the special func- 
tions of such a company, nor any of the points that should be guarded 
against in making the audit. In treating of internal checks, he says on 
page 57, that the person in charge of the cash should never be in charge of 
any ledger, which is excellent doctrine for an office of some size, but will 
hardly apply to one where the bookkeeper is perforce the cashier. It 
would seem to have been in order at that point to have suggested that a 
check could be instituted by having the person who opens the mail, the 
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proprietor himself or his stenographer, make a list of all the remittances 
received, which will be compared with the deposit in bank when made 
by the cashier, effectually preventing him from “lapping over.”’ 

The treatment of Suspense Accounts, on page 76, suggests the advis- 
ability of the appointment of a committee by the American Association of 
Public Accountants to take up questions of procedure. While the point 
raised is not of any very great importance, there should be uniformity of 
practice among accountants as to whether accounts should be opened 
with Inventory, Unexpired Insurance and similar items or whether the 
balance should be left in the Purchase or Insurance Accounts as unused 
purchases or insurance, and especially whether Inventory Account 
should be carried intact through the year, as many do. The tendency in 
recent years is toward the doing away with all unnecessary formalities, 
including the use of these suspense accounts on which Mr. Montgomery 
insists. 

Taking it altogether, the book is unquestionably a valuable addition 
to accounting literature and will prove a great assistance to the practicing 


accountant as well as to the student. 
SEYMOUR WALTON. 


NICHOLSON’S THREE-FIGURE METHOD OF RAPID ADDITION. Pub- 
lished by the author, C. H. Nicholson, 1910. 144 East 34th St., New 
York. Price, 50 cents. 

A simple and positive method of rapid addition, which can be mastered 
by a little study, is outlined in this book. Its basic principle is sight- 
reading of grouped figures, which is developed by familiarizing the student 
with every possible combination of three figures, so that each group may 
instantly be recognized and read as an aggregate without resorting to 
the addition of the separate figures composing it. 

, A careful perusal will convince the most skeptical that the book has 

merit; and an analysis of the method demonstrates it to be scientifically 
sound, based, as it is, upon the fact that in the NINE NUMERALS there 
are only 165 three-figure combinations, each of which is graphically set 
forth to be memorized and read by inspection. 

The author aims to train the eye to divide columns of figures into 
vertical groups, and to develop the memory so as to fix instantly the ag- 
gregate of each group, thereby attaining a maximum of speed with a 
minimum of effort. 

The book is small but comprehensive, contains a complete set of in- 
structions, gives the reason for each step in the process, and calls attention 
to the pitfalls to avoid. It deals with a live question in a practical way, 
and should find a welcome in every commercial school, college, counting- 
house and business office, because the method advocated can be relied 
upon to minimize the mental effort, conserve the energy and increase the 


efficiency of its devotees in rapid and accurate addition. 
E. J. DUFFY. 
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ADVERTISERS HAND BOOK. By H. M. Stryker. Published by 
Trade Journal Advertiser, Manhattan Building, Chicago. 1909. 

In order to do justice to a book of this kind it should be compared 
with the general run of books coming before the public under the name of 
Advertising. It is asmall book but compact in both material and thought. 
There is no space consumed by editorial effusions on morals nor is the 
reader’s time taken by citing the wonderful records made by ‘Pear’s 
Soap’”’ or “Postum.’’ If there is any place in the advertising field where 
self-restraint is less evident to-day it is in the “Advertising of Advertising.” 
The claims of many periodicals and agencies reminds one of the days of 
Barnum and his formula. ‘The public likes to be humbugged.” It is, 
therefore, refreshing to have this little book in the desk before us. It is 
no less marked by its self restraint than by the sensible suggestions found 
in its pages. The author has given us an interesting and instructive book 
without finding it necessary to begin every chapter with a “joke’’ nor by 
deeming it essential to “‘jockey”’ the paragraphs along by the injection of 
liberal doses of slang or finally by stirring up a dust of high sounding 
phrases to make a grandstand finish, winning out under cover of plat- 
itudinous hyperboles. Of course the description does not mean anything 
either, but it is a fair representation of the means employed by many 
advertisers of advertising to educate the business man to the benefits of 
advertising. Furthermore, the author of ‘The Advertising Handbook”’ 
has not only used suggestive chapter headings, such as: Standard Measure- 
ment of Type Sizes; Specimen Type Faces; Borders and Ornaments; 
The Great Importance of Typographical Harmony and Artistic Arrange- 
ment; How to Determine the Amount of Space to be Used; The “Layout” 
of an Ad.; How to Correct Proof; How Cuts are Made; Trade Journals 
and Class Publications, etc., etc. But he really gives information under 
each subject that is useful and not simply inspirational. The book is 
absolutely devoid of twaddle and tommyrot. A _ selection from the 
chapter on “How to Write an Advertisement”’ will show the method of 
the whole. This chapter is chosen because here, if ever, would have been 
his opportunity to have adapted the ‘‘ Be Good and You Will Be Happy” 
theme to the advertisers catechism. But instead he gives six pages to 
typical illustrations that violate the principles of successful advertising 
and a running commentary of practical suggestions for their improvement. 

In commenting upon the danger of giving all attention to illustration 
and thereby subordinating the “‘sales story’’ the author says: 


“Many typographically perfect, cleverly illustrated and extremely 
attractive ads have failed utterly to produce results. All good ads are 
attractive, but all attractive ads are not good ads—not by any means. 
In addition to being attractive it must have the ‘stuff’ in it. You may 
take a clever illustration, write a general assertion or two, add the firm 
name and address, enclose all by a suitable border and have a very at- 
tractive creation—but don’t imagine that in so doing you have written 
an ad.—you have merely produced an illustrated business card. It may 
be general publicity but of that, even, there is doubt. 

“Just imagine a firm sending out a salesman with instructions to call at 
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the office of a prospect and say: ‘John Brown and Sons, Structural Steel, 
Pittsburg, Pa.,’ then turn and walk out without saying another word. 
You can’t, for no firm would do such a thing—then why send out an ad- 
vertisement which says little more, paying $50 for that privilege?” 

Although the book is primarily written for those having occasion to 
prepare class advertising, nevertheless, the material found here may be 
suggestive and helpful to any and all lines of advertising. 


HOW TO SUCCESSFULLY CONDUCT A MAIL-ORDER BUSINESS. 
Publisaed by Advertisers’ Magazine. Kansas City, Mo. 


This book, although in make up it hardly rises above the dignity of a 
pamphlet, is full of practical suggestions for the beginner in the mail-order 
business. The author’s faith in this line of business is founded on the 
principles which make for success in any line of work. Honesty, “‘push”’ 
and judgment are the qualities which he deems necessary. The reader 
will not be especially interested in that conclusion but will find some in- 
ducement in the claim that ’’there is no other occupation which offers 
such excellent opportunities for the person with limited capital.” 

The subjects best treated of in the book are those pertaining to the 
methods of doing the business. How TO SECURE GOOD NAMES AND 
ADDRESSES; DOES IT PAY TO BUY NAMES AND ADDRESSES; WHAT CLASS OF 
GOODS SHOULD BE HANDLED; HINTS ON MAILING CATALOGS; MAIL ORDER 
SCHEMES. These are all important to this line of business. None of the 
suggestions contained under these topics would hardly be considered new 
by the old mail order man; yet as the book appears to be written in the 
interests of the small beginner these suggestions are very appropriate. 


THE NEW SALESMANSHIP. By Chas. Lindgren. Published by Laird 
and Lee, Chicago, 1909. 190 pages, price $1.50. 

The more the practical salesman or other business men write con- 
cerning their work the more convinced one becomes that the best 
preparation for business is a college education. It would be unnecessary 
to tell the most blasé of college youths that effective argumentation 
depended upon a logical presentation of the subject matter in hand 
combined with the use of “sound common sense” which makes due allow- 
ance for time, place and disposition of his audience. It is natural of 
course that the successful salesman should at some time in his career stop 
and consider the cause of his success. Then it is that he “discovers” 
that the whole thing is dependent upon the mind and his power to con- 
trol the customer’s decision through suggestion or “reason why” argu- 
ments. This new discovery leads to an analysis of all the mental 
processes which were well known to the philosopher long before any 
attempts were made at interpretations of the workings of the physical 
universe. 

The “New Salesmanship” therefore resolves itself to a restatement of 
mental phenomena as it presents itself to and through the eyes of the 
commercial salesman. It may serve a purpose in bringing to the attention 
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of many men the importance of a study of those studies which many 
business men in ignorance of theory themselves have decried as theoretical 
and hence useless. It is as senseless for the business man to decry the 
importance of psychology, logic, etc. as it is for the engineer to scoff at 
the science of mechanics and physics. 

The author of the “New Salesmanship” classifies human beings 
according to their mental or emotional tendencies, He thus names 
sixty-five types of buyers and offers a prescription for the prevailing 
symptoms that he detects in each. There may be persons in the world 
that might benefit from the suggestions given under some of these types 
but if they do they are so low down in the scale of intellectual attain- 
ments that there could be little hope of their ever becoming successful 
salesmen. Imagine, if you can, a young salesman attempting to size up 
his prospective customer according to the following formula: 


“THE BUYER OF LARGE FEMININITY.” 


“The faculties that create the predominance of Femininity in a person 
are these: Parental Love, Conjugality, Benevolence, Approbativeness, 
Cautiousness, Comparison, Human Nature, and Spirituality. 

Femininity and masculinity are combined in all. When the Feminine 
is strongly in the lead a person will appear girlish or womanish. 

A buyer of this type will be influenced by their likes and dislikes more 
than by the proposition itself. 

Use an agreeable, ingratiating voice and manner with this type and 
you can gain their good-will. After their good-will is gained they will 
feel inclined to favor you.” 

It would hardly be fair to !eave the impression that the whole book 
is of this character, yet a large part could easily have been omitted and 
the aspiring student of salesmanship never have been the worse for it. 
There are certain features of the book pertaining to particular methods 
and arguments that have produced successful results in the hands of the 
author and they should be helpfully suggestive to the beginner in the 
business of selling goods. 
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EpITED By CHARLES W. GERSTENBERG, Ph.B., LL.B. 


The Legal Department of Tue Journat or Accountancy is prepared to render a 
genuine service to its subscribers and readers, by undertaking to answer legal 
questions submitted to it. These questions, while they may be suggested by the 
problems that arise in the practice of our correspondents or by the more theoretical 
requirements of examination boards, should always be stated as to call for single 
propositions of law. Whenever the department receives a query the correct answer 
to which may vary with many _ possible but unstated circumstances the 
correspondents will be asked to give the details or advised to consult local counsel. 
Reasonably prompt replies by the Department will be made by personal communcation 
or through the columns of Tue Journat. Address all communications to the 
Journnat or Accountancy, Legal Department, 32 Waverly Place, New York City. 


Accounts, CLAIMS AND DEBTs. 


One of the greatest problems confronting the accountant today, is 
to find satisfactory and uniform definitions of accounting terms. In 
the last analysis any definitions that do not meet with judicial approval 
will have to be rejected. It must be important, therefore, to get every 
legal definition possible before arriving at a satisfactory accounting 
definition. In vol. 1, at pages 86-91; in vol. 8, at pages 7561 and 7604 
and 7628, and in vol. 2, at pages 1202-1211 and 1864 and 1886 of 
“Words and Phrases,” will be found judicial definitions of the terms placed 
at the head of this paragraph. Additional light may be found in the re- 
cent decision of Wyatt vs. Norris, 66 S. E. Rep. (W. Va.) 1016. A testa- 
tor bequeathed to one brother a retail grocery store, together with “all 
accounts, claims and debts’’ due and owing to the testator and growing 
out of that grocery. In two banks were deposits in the individual name 
of the testator, which deposits were wholly derived from the receipts of 
the said grocery store. It was contended by the legatee that these de- 
posits belonged to him for they were included in ‘‘all accounts, claims and 
debts.”” The court asks: ‘‘What is the ordinary understanding of the 
words ‘accounts, claims and debts’ as used in this will? To be more spe- 
cific, and to reach more nearly the case: Do these words ordinarily sig- 
nify money or deposit in bank? Our answer is that they do not. In 
common acceptation, money in bank is considered ready money, not as 
an account, claim or debt due to the depositor. Dabney v. Cottrell’s 
Ex’r, 9 Grat. (Va.) 572. Lord Lyndhurst comments on this fact in Par- 
ker v. Marchant, 19 Eng. Ch. Rep. 355, wherein he says: ‘Nobody can 
doubt that, in the ordinary use of language, money at a banker’s would 
be considered as ready money. Everybody speaks of the sum which he 
has at his banker’s as money: ‘My money at my banker’s” is a usual 
mode of expression. And if it is money at the banker’s, it is emphatically 
ready money, because it is placed there for the purpose of being ready 
when occasion requires it; itis received upon the understanding that it 
shall be so ready.’ * * * When men speak of ‘accounts, claims and 
debts’ belonging to a mercantile business, or even growing therefrom, 
they do not ordinarily have in mind, as embraced in these terms, money 
in bank. They usually have in mind the accounts, claims and debts 
against customers. They think of the money in bank as a wholly differ- 
ent thing—that which may have come from the business but which has 
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been separated therefrom. Surely we cannot say that an accumulation 
of money in bank, growing from a business, still belongs to that busi- 
ness. The business is one thing, the money is a different thing—the re- 
sult of the business. If one says to you that his store and its business 
including all accounts, claims and debts growing therefrom, are worth 
five thousand dollars, you do not understand him to include the 
bank account. You consider it his ready money, the same as that in his 
pocket. You know that he refers only to the value of the goods in the 
store and the goods that have been sold, but for which payment has not 
been made.” 


BANK AND DEPOsITOR. 


Padgett, a depositor in the defendant bank, died before certain notes 
due Padgett matured. At the time of his death he owed the bank more 
than the amount of his deposits. As the notes fell due and were paid the 
bank, having the notes for collection, credited the amount to the es- 
tate and paid the indebtedness due itself. 

During the life of Padgett, the bank had the right to offset one claim 
against the other, but Padgett’s death closed the accounts between them, 
and while the bank could strike the balance as of the date of Padgett’s 
death, and could credit any money then on deposit on any obligation 
which it then held against Padgett, it could not take into consideration any 
items accruing to the estate after Padgett’s death. Knecht v. U. S. Sav- 
ings Institution, 2 Mo. App. 563; Union Bank of Quincy v. G. D. Tutt, 
5 Mo. App. 342, loc. cit. 346; Rev. St. 1899, § 195 (Ann. St. 1906, p. 406). 

The dealings between the bank and the estate after Padgetts death 
must of necessity have been with the administratrix. The funds coming 
into the bank after the death of Padgett could not be treated by it as a 
deposit made by Padgett in his lifetime, but as to this money the bank 
was a trustee only, and it was its duty to pay it over to the administratrix 
and it was her duty to hold it for the benefit of all the creditors of Padgett. 
She could not use this money to pay an obligation of Padgett’s to the bank 
without an order of the probate court directing her to do so, and the bank 
could not do for her what she could not do for herself. It will avail de- 
fendant nothing to say that Padgett had in his lifetime directed that part 
of this money, when collected, should be credited on his note to the bank. 
This, if true, was not a contract, but a mere direction as to the appro- 
priation of the money, and to permit the bank to so appropriate this money 
after the death of Padgett would be to give to this direction of Padgett’s, 
as to the disposition of this money, the force and effect of a will, which can- 
not be done. 


CORPORATIONS. LIABILITY OF DIRECTORS. 


In most jurisdictions directors of corporations are held personally 
liable, where an investor in the stock of the corporation is induced to 
take the stock by reason of any report issued by the directors which is 
known to be false or which the directors have good cause to know is false. 
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In the case of Taylor v. Thomas, 89 N. E. Rep. 1113, the directors of a 
National Bank had been notified by the Comptroller of the Currency, 
to collect certain assets which he considered to be of doubtful value or to 
remove them from the books. Without complying with these directions 
the directors issued a report including the doubtful assets. It was held 
that the directors were liable for deceit, and that the person who pur- 
chased shares, relying on the report, could recover from the directors the 
amount of money paid for the shares with interest. 


Goop WILL oF A BUSINEsS. 


In the case of Myott v. Greer, 90 N. E. Rep. 895, it was held that where 
a person parts with the good will of a business sold to him by the defendant 
who also covenanted not to carry on the same kind of business for a period 
of ro years, within 20 miles of the old establishment he cannot object to 
the defendant’s setting up in the same business within the territory and 
the time limited in the covenant, it being held that the benefit of the 
covenant ran with the good will and was operative only in connection with 
it. The plaintiff had bought the defendant’s express business and had 
received the covenant above mentioned. Shortly afterwards he had 
formed a corporation and had conveyed to it in consideration of corporate 
shares the good will of the express business. The corporation subsequent- 
ly ceased to do business and on the same day the plaintiff resumed busi- 
ness, individually under the name originally used by the defendant. 
The action was brought to restrain the defendant from doing business in 
the same town, It was held that the plaintiff had relinquished all claim 
to the business and that a mere resolution of the board of directors, which 
assented to the bringing of the suit by the plaintiff, was insufficient to 
give him the right to maintain the suit. 


GuUARANTEE— WARRANTY. 


The question often arises, what is the difference between a guarantee 
and a warranty? Guarantee and Guaranty are the same words differently 
spelled and it has generally been conceded that the ‘“w”’ in warranty is the 
English equivalent of the French “gu.’’ Thus the French “Guillaume” 
becomes “ William’’ in English. In this way the three words “guarantee,” 
“guaranty” and “warranty” are looked upon as entirely synonymous. 
The Supreme Court of Arkansas, Gay Oil Co. v. Roach, 125 S. W. Rep. 122, 
has decided that “in strict legal contemplation there is a difference between 
a ‘guaranty’ and a ‘warranty.’ They are both collateral undertakings; 
but a ‘guaranty’ is the assurance of the payment of a debt or the per- 
formance of a duty or contract by another person, while a ‘warranty’ is 
an assurance of the title or quality of property.” 
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Conpuctep By Leo GREENDLINGER, M.C.S. 


Criticism and exchange of ideas will clear many a doubt and at the same time im- 
prove shortcomings. To solve, compare and criticise C. P. A. problems and thereby to 
aid in bringing about a uniform American standard for C. P. A. examinations, is the 
object of this department. With the aid of suggestions and criticisms from the pro- 
-essional brethren, it can undoubtedly be achieved. Inquiries will be cheerfully an- 
swered. 


Following are a few selected questions on Theory of Accounts, Audit- 
ing and Commercial Law from the examination papers set by the New 
York State Board of Accountancy, at the February, 1910, examinations, 
with answers. 


THEORY OF ACCOUNTS. 


QUESTIONS. 


A has exhausted his credit with B. He needs further accommoda- 
tion to the extent of $2,500, to obtain which he gives B a three months’ 
draft on C for $2,500. This is $1,000 more than C owes A. To adjust 
this difference C draws at four months on A for $1,000. Assuming that 
the drafts have been accepted hy the respective parties, state what entries 
his books would show. 


Mention the methods of bookkeeping in general use. What books are 
ordinarily kept in each case? How is the profit or loss ascertained by 
the different systems? 


Devise a system of accounts for an executor. What accounts must 
he necessarily keep? 


A merchant draws a draft of $1,000 at four months, on a customer who 
owes him on open account and the draft is accepted on February 2, 1909. 
On March 13, 1909, he discounts the draft at the bank at 6% per annum. 
What entries should be made on the merchant’s books to record the 
transactions properly? 


How would you deal with items accrued and due (such as rent, com- 
mission and salaries) when closing the accounts of a business at the end 
of a fiscal period? 


What is a contingent liability? Give examples. In what forms 
should liabilities appear in a financial statement? 


Give the ruling of a stock or shares ledger for a corporation. Show 
how this book is kept and indicate its relation to the general books of 
account. 
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ANSWERS. 


JOURNAL ENTRIES IN A’S BOOKS. 


For a three months’ draft drawn on C in favor 
of B. 


For a four months draft drawn by C on me 
which I have accepted. 


A’S LEDGER. 
B Notes Payable 
To C’s draft $2,500 | By Balance $0,000 By four months 
acceptance $1,000 
Cc 

To my By draft in 

acceptance | favor of B 

$1,000 $2,500 


NOTE: 

No entry is shown for the additional credit given by B to A for the 
purpose of which the accommodation paper was made as we do not know 
what account to debit. We also follow the assumption that A submitted 
his draft to B, who presented it himself to C for acceptance. 


There are two fundamental methods for recording exchanges, or 
business transactions; namely, single and double entry. Where the books 
are kept upon a partial or incomplete system of bookkeeping they are said 
to be kept by single entry. Double entry bookkeeping is that method 
of bookkeeping by which the accounts are kept with all kinds of values 
received or disbursed. It is assumed that each individual exchange has 
a two-fold effect. When this two-fold effect is expressed on the books 
we speak of it as bookkeeping by double entry. 

With regard to the books employed there is hardly any difference, 
regardless of the system that is employed. A firm may have an elaborate 
set of books and yet keep the accounts on the single entry system. On 
the other hand it may have but a journal and ledger yet, as all the facts 
and transactions, expressing the two-fold effect of each exchange would be 
recorded, it would be on the double entry principle. The books, of course, 
would vary and would depend on the line of business and the details that 
have to be recorded. 

Under the single entry system the profit made or loss sustained 
during a given period would be determined by a comparison of the assets 
and liabilities of one period with the assets and liabilities of another 
period. The profit made must represent an increase of assets, a decrease 
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of liabilities or there may be an increase of assets and at the sam tieme a 
decrease of liabilities, always provided that the original proprietorship is 
not changed. We would have to take cognizance of any change in the 
proprietorship. 


Under the double entry system the profit or loss is determined by 
means of the nominal or economic accounts. These accounts are kept for 
the purpose of showing the economic condition of the firm, to show 
whether the business is progressing or retrogressing. All the debit bal- 
ances of such accounts would indicate the outlay or cost, while the 
credit balances would indicate the income or return. The difference 
would show the net profit made or net loss sustained. 


An executor does not need an elaborate system of accounting. He 
must, of course, keep a journal and a cash book, wherein to enter in 
chronological order the transactions and affairs of the estate, and a ledger 
wherein to record in classified form the transactions recorded in the 
journal and cash book. 


The executor may find it advantageous to columnarize the journal 
in order to facilitate not only the posting, but also the preparation of the 
final accounting. The cash book, however, should by all means be 
columnized. The columnization should be in such a form as to facilitate 
a speedy and thorough accounting. The form of a cash book on page 
472 would be suggestive. 


He must, of course, keep accounts for the assets of the estate, as left 
by the deceased. He must have an account for the personal estate, for 
the transfer tax, for the legacies and administration, as well as funeral 
expenses, etc. He must clearly distinguish between corpus and income 
with regard to receipts and payments. 


| 
é 
4 
3 
4 
| 
4 
] 
4 
3 
es 
: 
F 
{ GS 


=, 
S 
= 
= 
S 
XN 
~ 
S 
= 
S 
= 


solupung 


jedioung 


sosuodxy 


‘adIs 


salipung 


| ssoy | ures) | 


sjossy JO 


‘adIs LIddd 


C. P. A. Question Department. 


The question does not give the date when the draft was drawn. It is, 
of course, not essential that it should be given, although a memorandum 
entry should be made in the journal of the merchants’ books to show 
that a draft has been drawn. 

On receipt of the acceptance the entry would be made in the journal as 
follows: 


Notes Receivable 
To Customer $1,000.00 


For a four months’ draft, accepted by the 
customer in settlement of his account. 


When the note is discounted on March the 13th at the bank the 
proper entry in the cash book would be: 


DR. SIDE. 


General 
Date Particulars Net Cash | Discount Ledger 


1909 Notes Receivable Dis- 
March 13 | counted (Customer’s 


$13.50 | $1,000.00 


The notes receivable discount account is debited instead of the notes 
receivable in order to express the existing contingency on the books. 


When in closing the accounts of a business at the end of a fiscal period 
there are accrued items, such as rent, commission, or salaries, adjustment 
entries must be made for them. In order to express the exact condition 
for the period the accrued items must be taken into consideration. They 
would be charged to the profit and loss account and credited to a reserve 
properly ear-marked thus: ‘‘reserve for acrrued rent’’ or “reserve for 
commission,” etc. On the balance sheet the reserves would appear as 
liabilities or they would be deducted from the assets. 


A contingent liability is a term given to the liabilities of a firm or 
business when such liabilities are doubtful. A discounted note bearing 
the endorsement of the firm as long as the note has not been paid by the 
maker is a contingent liability on the books of the firm endorsing such 
instrument. Accommodation papers are also examples of contingent 
liabilities; the firm may at some future time be called upon to make them 
good. There are two ways of treating such liabilities in a financial state- 
ment. One method is to enter it on the books and show it as a liability 
against which there will always be some asset. In the case of the notes 
receivable mentioned before the liability of notes receivable discounted 
would always have the asset notes receivable behind it. Another method 
of dealing with contingent liabilities in a financial statement is to merely 
show it as a footnote. The former method is preferable because it ex- 
presses the exact condition on the books of the firm. 
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There is practically no relation to speak of that exists between the 
stock ledger and the general books of account. 

If the capital stock account in the financial ledger shows only the 
amount of stock issued and outstanding, not including under it unissued 
stock, then the stock ledger would contain the individual accounts of the 
holders, thus reconciling it. In this instance the capital stock account in 
the financial ledger would be a controlling account for the individual 
accounts in the stock ledger. 


AUDITING. 
QUESTIONS. 


An insurance company buys $50,000 7% 1o year bonds at 116 for 
investment. The bonds will mature at the expiration of 5 years. How 
should this purchase be entered on the balance sheet? What should be 
done with the premium? 


If in the course of auditing it appeared that the capital expenditures 
had been charged against profit and loss account, or items of expense 
charged against improvement account, what should the auditor do in 
respect to such charges? 


What entry should be made in the books of a company of goods sent 
out on consignment? When goods have been sold and the consignee 
sends in his account sales, what entry should be made? 


In auditing the books of a corporation the president’s salary account 
was found to have been credited with a bonus of $5,000 for ‘“‘extra ser- 
vices.” Under what conditions would you pass this entry? 


Would the auditor of a firm or corporation be warranted in revising 


- the form or wording of a balance sheet before attaching his certificate? 


Why? 


Is it necessary to verify the stock ledger of a corporation? Why? 


Are there in your opinion any reasons in favor of continuous auditing? 
If so give such reasons. 


ANSWERS. 


The question does not state what kind of an insurance company is 
represented here, life or some other insurance company. The affairs of 
insurance companies are regulated by the state laws, the requirements of 
which, with regard to investments, vary considerably. Accountants as 
well as insurance men are not uniform with regard to the valuation of 
bonds in the financial statement. Some advocate cost, others market 
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value. The argument is always advanced that the purchase of securities 
does not differ from the purchase of any other asset which would be 
recorded at its cost value. On the other hand it must be borne in mind 
that, regardless of the amount paid for the purchase of bonds, at maturity 
they will not realize more than the par value and therefore the premium 
paid on the acquisition of bonds should be charged to a separate account, 
not to the bond account. The latter account is to show the amount which 
the bonds will realize at maturity—par. 

The scientific method of treating such purchases on the balance sheet 
is to show on the asset side the par value of the bonds as one item, and 
the premium on the bonds as a separate item. At maturity the bonds will 
realize the par value. The premium paid at the purchase has to be made 
good from the interest received on the bonds, it has to be amortized. 
There cannot be any question that if not for the high rate of interest that 
the bonds bear the company would not pay such a premium, if any at all. 
That being the case the premium has to be made good out of the interest 
receipts. 

Taking it for granted that the interest is paid semi-annually the 
insurance company would have ten interest periods. At each period 
the company would collect $1,750, part of which should represent the 
amortization of the premium paid. To amortize the total premium 
($8,000) each interest period as collected or at the c=.2 of the fiscal year has 
to be burdened with its share ($800). Therefore, instead of crediting 
the interest account with the full sum $1,750.00 collected, $800.00 would 
be credited to the premium account, the balance of $950.00 would go to 
the interest account. Another method may be adopted; to credit the 
interest for the full sum collected and then subsequently to charge the 
interest account with $800.00 and to credit the premium account with it. 
The result, of course, would be the same. 


If an auditor finds a wrong classification of expenditures he must 
adjust the accounts by means of adjustment entries. If a capital ex- 
penditure has been charged to profit and loss account the profits or losses 
for the period under review are understated. A secret reserve has by this 
method been created. If, on the other hand, an expense item has been 
charged to an improvement account the error is more grave. While, as 
far as correct accounting is concerned—expressing exact facts—either 
error must be adjusted, from a conservative point of view, however, the 
first errror can find some justification, but surely not the second. If the 
auditor has to certify to the condition of the firm, which we must assume 
he has, he cannot do so, unless he has made all the adjustments with re- 
gard to capital and revenue expenditures. 


When goods are sent out on consignment, a “Consignment Outward”’ 
account should be debited for the cost of the goods shipped. This account 
should also be debited for all additional outlays, viz.: cartage, freight, etc. 
The corresponding credits should be in the first instance to merchandise 
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sales, in the second case cash, if paid in cash, otherwise to the individual 
creditor’s account. 

When the consignee renders his account sales we debit the consignee 
or his remittance (cash), if he remits, and credit ‘“‘Consignment Sales.” 
We might credit the “Consignment Outward” account and the result 
would be the same. It is, however, better practice to so subdivide and 
classify the accounts that each account would show at any time a definite 
result. 

It will be noticed that the consignee’s deductions are not treated at all. 
To the consignor it does not matter much whether he records that he 
realized $1,500 for his goods, from which $200 were deducted by the con- 
signee, resulting in a net return of $1,300, or that his net return is $1,300, 
regardless of what the deductions were. 

Another method of recording the account sales is to show the gross 
sales and charge against it all expenses. The advantage in this case is 
that the selling expenses of the consigned goods would be recorded,which 
is not the case otherwise. 


“Extra Services’’ could only then be passed by the auditor, when the 
by-laws of the company provide for such expenditures. If the by-laws do 
not provide for it, he must find out whether this extra remuneration has 
been voted by the stockholders in general meeting. The auditor must 
also verify whether the bonus was not in excess of the provisions for the 
remuneration, if such provision exists. 


An auditor of a firm or corporation would be warranted in revising 
the form and wording of a balance sheet before attaching his certificate. 
It, of course, depends on the actual extent of his certification. Thus 
where he is reasonably assured that the certified balance sheet is only for 
the use of the owners of the firm, providing that the wording is not mis- 
leading, he is not warranted in revising it. On the other hand, if the 
certified balance sheet is to be used for outsiders, which is true in the 
majority of cases, then he must word his balance sheet and arrange it in 
such form as to most clearly show the true financial condition of the firm. 


The auditor has toverify whether the amount charged to the Capital 
Stock Account, in the stock ledger, does not exceed the authorized issue 
of stock. He has also to verify that the allotment is valid and that it 
has been made to bona fide applicants. He must also verify that the stock 
has been paid for either in cash, property or labor (the latter, labor in the 
State of N.Y.). Fraudulent issues of stock may have been made, which 
would not be disclosed if the auditor were not to verify the stock ledger. 
The cash received for an issue of stock may not have been recorded, 
this would be revealed by the verification of the stock ledger. 

It is, however, questionable whether a full examination of the stock 
ledger is part of an ordinary audit. 
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Mr. Montgomery in “ Dicksee’s Auditing’? (American edition) gives 
the following reasons in favor of continuous auditing: 

{1) The examination occurs sooner, and consequently any errors 
committed are more quickly detected and rectified. 

{2) The periodical visits of the auditor keep the bookkeeper closer 
up to his work. 

‘3) A more detailed audit is practicable. 

~ (4) The audit can be completed soon after the closing of the books, 

without unduly hurrying the examination. 


COMMERCIAL LAW. 


QUESTIONS. 


What is the meaning of the term “in escrow”’? 


What is a contract? 


What are the principal elements in every contract? 


What is a partnership? 


What is an executor? 


At what time during the day should presentment of drafts or accept- 
ances be made? 


When may an executor voluntarily present his account and ask that 
the same be judicially settled? 


ANSWERS. 

The term “in escrow’’ means a conditional delivery of a document. 
It is used in connection with deeds. A delivery of a deed to a third party 
with instructions to deliver it to the grantee upon the happening of a certain 
event or upon the grantee’s performing a certain condition, such as making 
payment, or the like, is spoken of as being delivered ‘“‘in escrow.”’ If the 
event does not happen or the grantee fails to perform the condition, there 
can be no delivery and the deed is inoperative. A deed delivered ‘in 
escrow” takes effect after the delivery to the grantee as from the date of 
its original delivery to the third person in escrow. 


A contract is an agreement between two or more persons, based upon 
sufficient consideration, which results in an obligation to do or not to do 
a particular thing. 
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At the basis there are but two principal elements, namely, offer and 
acceptance. However, to make a valid contract the following essentials 
must exist: 

(a) There must be a meeting of the minds of the parties with respect 
to the subject matter of the contract. 

(b) There must be a valuable consideration, or the contract must be 
in such form as will imply a valuable consideration. 

(c) The parties must have legal capacity to contract. 

(d) The objects of the contract must be legal. 


(e) Specific language. 


A partnership is a voluntary contract between two or more persons for 
joining together their money, goods, labor and skill, or any or all of them, 
in some lawful enterprise, under an understanding, express or implied, 
that there shall be a communion of profit and loss between them. 


An executor is a person named in the will as the one who shall ad- 
minister the estate of the deceased. 


Presentment for payment of drafts or acceptances must be made upon 
the day the instrument matures. If presented at a bank it must be before 
the usual closing hour of the bank; if at a business house, it must be 


presented during regular business hours; if presented at the residence of 
the drawee or acceptor, it must be at a reasonable hour. 


The New York Code of Civil Procedure prescribes the cases when an 
executor or administrator may voluntarily present his account to the sur- 
rogate‘s court, praying that it may be judicially settled. They are as 
follows: 

(a) Where one year has elapsed since letters were issued to such 
executor. 

(b) Where notice requiring all persons having claims against the 
deceased to exhibit the same with the vouchers thereof to such executor 
or administrator has been duly published according to law. 

(c) When letters issued to an executor or administrator have been 
revoked, he may present to the surrogate’s court a written petition, duly 
verified, praying that his account be judicially settled. 
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Trust 


In Press Clippings and you will be always up to date 
and far ahead of your competitors who do 
not use a press clipping service 


The ‘‘ Ticker”’ that reveals at his desk every movement of the stock exchange is a 
business factor not more important to the Banker, Bond Dealer and every financial 
institution than Romeike Clippings delivered before the opening of the market through 
our own messenger service. You may have seen our boys in Wall Street. You didn’t 
see them long in one place—they keep moving and can be depended upon. We begin 
work early in the day. At ten o’clock every morning, papers that reach New York 
before that hour are read and messengers are scurrying throughout he city, bearing 
to our patrons first information—in hand when the trading begins. If you are in- 
terested in Western properties not exploited in the papers of the East—we get and 
read the Western papers long before you could. Whether it is Stocks, Mining, Invest- 
ments, Railroads, Shipping, or other industries that concern you, we bring promptly 
to your attention every important published item on that particular subject. The 
biggest and best houses are our patrons. 
Romeike Clippings have spelled SUCCESS for many a house. 

Write to us for particulars. 


H. ROMEIKE, Inc. 


110-112 West 26th Street, New York City 
Branches in LONDON, PARIS, BERLIN, VIENNA, ROME, MELBOURNE 


Writers on Bookkeeping have usually taught that 


The Value of the Assets—The Value of the Liabilities 


This is glaringly untrue and has been flatly 
contradicted in Charles E. Sprague’s work: 


The Philosophy of Accounts 


Price, $3.00 


For amortizing bonds to the nearest cent up to One Million Dollars, use the the only book 
of tables which enables such close figures to be secured: 


Complete Extended Bond Tables 


A guide to the use of the tables in the most effective manner is the pamphlet entitled: 


Amortization 


Price, 50 cents 


The Text Book of the Accountancy of Investment 


Price, $4.00 
is a complete manual of the theory and practice of this branch with examples and tables. 


Twelve Place Logarithms 


may be calculated with surprising ease by Sprague’s new tables, now in press. 


Order by Mail with Remittance 
CHARLES E. SPRAGUE, 6th Avenue and 40th Street, New York, N. Y. 


When writing to advertisers kindly mention THm JouRNAL oF ACCOUNTANCY. 
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Printers 
of 
Pamphlets and Books 


on Accountancy 


and other 


Technical Subjects 

Manufacturers of SPECIALLY RULED BLANKS 
and BOOKS FOR CERTIFIED ACCOUNT- 
ANTS who appreciate PROMPT DELIVERY 


409-415 Pearl Street, New York 


Printers of 
*THE JOURNAL OF ACCOUNTANCY ® 


When writing to advertisers kindly mention THm JOURNAL OF ACCOUNTANCY. 


SYAGINDREW H. 
KELLOGG 


THE JOURNAL OF ACCOUNTANCY 


Accountancy Instruction 


secretaries, cashiers, credit men, lawyers, bookkeepers, stenog- 
raphers, in fact, men in practically all lines of endeavor, many 
of whom are college graduates, are receiving their professional 
training in the 

New York Institute of Accountancy 

The Accountancy Institute of Brooklyn 

Baltimore Institute of Accountancy 

Washington School of Accountancy 

The Accountancy Institute of Los Angeles 

Pace Institute of Accountancy 


M = than five hundred men, including comptrollers, auditors, 


@ Our object primarily is to train men for the practice of Accountancy; 
and, receiving this thorough training, the students have little difficulty 
in passing the rigorous New York C. P. A. Examinations. This is evidenced 
by the fact that 95 per cent. of the subjects taken by the students of these 
schools have been passed. 


@ The instruction is personal and individual, not only in name, but in 
fact; so that students may enroll at any session, and advance as rapidly 
as their time and ability will permit. 


@ The text-book material used is in the form of printed lectures, pre- 
pared by Homer S. Pace, C. P. A., and Chas. A. Pace, of the New York Bar, 
and is loaned to the student without charge. No previous knowledge of 
elementary or advanced bookkeeping is necessary. 


EXTENSION INSTRUCTION 


@ In addition to the work of the resident schools, the same professional 
course is given by correspondence. Many resident pupils, through em- 
ployment with accountants, or otherwise, find it necessary to travel, and 
many others seeking information have found it impracticable to attend a 
resident school, and have been taught successfully by correspondence. 
The announcement of Extension Instruction is the result of the excellent 
results obtained with these students. The privilege of transferring to 
any one of the resident schools established, or to be established, with a 
tuition credit, will be given. Inquiries in regard to Extension Instruction 
should be addressed to Pace & Pace. 


@ For 80-page catalogue describing the course in detail, and containing 
interesting information relative to the profession of Accountancy, apply to 


GEO. E. BECK, Educational Director, 217 W. 23d St., Manhattan, New York 

MILTON J. DAVIES, Educational Director, Fulton and Bond Sts., Brooklyn 

RALPH R. — Educational Director, Franklin and Cathedral Sts., Balti- 
more, 

MYRON JERMAIN JONES, Educational Director, 1736 G St., N.W., Washington, D.C. 

LLOYD B. AUSTIN, Educational Director, 721-729 So. Hope St., Los Angeles, Calif. 

PACE & PACE, 154 Nassau St., New York 
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Will You 
Business Book if We 
Send it Free? 


Sign and mail the coupon below. 
Take no risk! 


One hundred and 


secrets, ideas, methods. In them is the best of all that they 


know about 
—Purchasing —Salesmanship —Position-Getting 
—Credits — Advertising —Position-Holding 
—Collections —Correspondence 


—Man-Handling 
—Man-Training 
—Business Generalship 
—Competition Fighting 
and hundreds and hun- 
dreds of other vital busi- 
ness subjects. 


—Selling Plans 
—Handling Customers 
—Office Systems 
—Short- cuts and 
Methods for ev ry 
line and department 


—Accounting 
—Cost-keeping 

~~ Organization 
—Retailing 

— Wholesaling 
— Manufacturing 


A 9,059-word booklet has been published describing, explaining, picturing 
Pages 2 and 3 tell about managing businesses great and small; pages 
4and 5 deal with credits, collections and with rock-bottom purchasing ; pages 
6 and 7 with handling and training men ; pages 7 to 12 with salesmanship, with 
advertising, with the marketing of goods through salesmen, dealers and by 
mail; pages 12 to15 with the great problem of securing the highest market 
price for your services—no matter what your line; and the last page tells how 
mvurocco, contents in 
colors—for less than your daily smoke or shave, almost as little as your daily 


the work. 


you may get a complete set—bound in handsome half 


mewspaper. Will you read the book if we send it free? 
Send no money. Simply sign the coupon, 


rp——The System Co., 151-153 Wabash Ave., Chicago——— 
If there are, in your books, any new ways to increase my business or 

my salary, I should like to know them. So send on your 16-page free 

descnptive booklet. I'll read it. 55-4-10 

Name 

Address 
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Accept This 


Send no money! 


twelve of the world’s master business 
men have written ten books—2,079 pages—1,497 vital business 


Position 


PARTNER WANTED. 


A Young Man Thoroughly Qualified, 
either Chartered or Certified, with 
$3,000, could purchase partnership 
in well established and rapidly grow- 
ing business in New York City. 


All applications treated confidentially. 
Apply X. Y. Z., c/o Joumal of 
Accountancy. 


EARN 10 ADD! 'SimpuiFiec 


THE SECKET OF RAPID ADDITION 
Essential to Success in accounting. A necessity to everyone. 

Familiarize the 165 possible combinations of figures; when these and 
their sums are recognized, any column can be footed easily and rapidly 
as lines of words are read. Method so simple and quickly learned, you 
wonder why you never thought of it before. Full instructions, postpaid, 
50 cents. If dissatisfied, return book; money back immediately and 
without a werd; you assume no risk. Anything fairer? Add in the right 
way and avold the brain-numbing drudgery of haphazard addition. 

C. H. NICHOLSON, R. 207, 144 Fast 34th Street, New York 


UNIVERSITY of GHIGAGO 


OFFERS 
350 of its class-room courses by correspc ndence. 
One may take up High School or College Studies 
at almost any point. The Courses in English, 
Logic, Economics, Mathematics, and Accoun- 
ting will help Business Men, Writers, Stenog. 
raphers, Bookkeepers to become more efficient, 


The U of C. viv W, Chicago, Ill. 


work intelligently. 


The executors’ inventory. 


Offsets to Income and to Corpus. 


for reference. 


Accounts of Executors and Trustees; Hardcastle 


HIS book was written for the benefit of the students of accountancy. 
the reader as well as the student it will prove to be a source of independent 
help and a guidance in the study of the subject. 
essentially requisite to the practising accountant and the student. 

The lawyer and the accountant are brought into close accord on this subject 

so that they may profitably co-operate in their mutual work. 

It gives the accountant a knowledge of the principles so that he may do his 


For 


It brings out the points 


It determines the distinction between corpus and income. 
The sundry decisions of the courts are mathematically interpreted. 


The following is a summary of the table of contents : 
Classes of business and their contrast. 
The general scheme of Executors’ accounts. 
Duties of the Surrogate and his relations with the executors. 
Summary of the principles of Estate accounting. 
Investments and the realizations on property. 
Apportionments and adjustments of expenditures. 


This book is worth reading and is a valuable work to have in your library 
The price is $2.00; postage, 7 cents extra. 
copies of the present edition of this work are being sold out rapidly. 


Order now, as the last 


32 WAVERLY PLACE, 


THE ACCOUNTANCY PUBLISHING COMPANY 
BOOK DEPT. C. 


NEW YORK CITY, N. Y. 


When writing to advertisers kindly mention TH JOURNAL OF ACCOUNTANCY. 
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The Journal of Accountancy 


CONTENTS FOR APRIL, 1910 


C. P. A. Examinations and How to Pass Them 
By William A. Chase, LL.B., C.P.A. 


Closing Books for Fiscal Year. of Electrical and Gas 
Corporations 
By W. A. Clader 


Where the Layman can Find the Law 
By Charles W. Gerstenberg, LL.B. 


Treatment of the Tax Account 
By F. Lincoln Hutchins 


The Purchasing Power and Storekeeping Method of the 


United States Navy 
By William G. Hires 


Editorial 


Examiners and Examinations 
The Corporation Tax 


Public Accounting as a Safeguard to the Credit System 
Uniform Municipal Accounting 

News and Correspondence 

Book Department 

Legal Department 

C. P. A. Question Department 


Tue JourNAL or AccounTANCY is the organ of the professional accountants of the 
United States. In its articles and editorial columns it treats, from the accountant’s 
point of view, of business problems and conditions. 

_ _ The editors will be glad to receive and to consider for publication articles from well- 
informed persons, and will welcome especially contributions from expert accountants. 
The manuscript of articles not available for publication will be returned on request. 

The publishers of THz JourNAL or AccouNTANCY are also prepared to supply 

books which are directly concerned with accountancy or with business methods. 


THE ACCOUNTANCY PUBLISHING COMPANY, 32 Waverly Place, New York City 


When writing to advertisers kindly mention Tus JourRNAL oF ACCOUNTANCY. 
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Don’t Burden Yourself Financially 


@ Don’t undertake the securing of financial 
assistance; incorporate a projected enter- 
prise; sell or reorganize an_ established 
business or finance a deserving concern, 
until you have read 


“Science of Organization and 
Business Development” 


By ROBERT J. FRANK, of the Chicago Bar 


@ This book explains the law and procedure 
of Promotion, Organization, 
and Reorganization, Financing 
Procedure ie and Management of Busi- 
e ness Corporations and Mod- 


Law 


of 
ern Business Enterprises. 


@ It is a book of tremen- 
Financing i : dous value to Legal Advis- 
and ers, Promoters, Incorpora- 
seh tors, Bookkeepers and Ac- 
countants. 


Development 1910 Edition 


of @ It is a book which every busy man should 
Business read to be able to talk to his lawyers on 
the various phases of developing his business. 


i q@, Write us to-day and get a copy for your 
desk or library. OVER 3,000 already sold. 
ONE BOOK Bound in Morocco, $2.75. Postage, 1lc. extra. 


Corporations 


ie Accountancy Publishing Company~ 


Book Dept. B. : : : 32 Waverly Place, NEW YORK CITY 
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REVISED AND ENLARGED 


Twice as Interesting 
Thrice as Valuable 


DICKSEES 
AUDITING 


Second American Edition 


BY 
ROBERT H. MONTGOMERY, C.P.A. 


Contains Many New. Features, 
among which are 


THE CORPORATION 
TAX LAW 


Including Full Text and a Chap- 
ter on 


INTEREST 


Various State Laws and Deci- 
sions, Commercial Customs, 
Rules for Computing, 
etc., ete. 


CORPORATIONS PARTNERSHIPS 
Are you aware that the Federal Government te- Follow the rules laid down in 
quires you to make a return for the year ending ® 
December 31, in accordance with the provisions of DICKSEE'S 
the Corporation Tax Law approved August 5, 1909? AUDITING 
Do you know that you will be penalized for delay? |: and save some of the millions of dollars spent annually 
Do you know how to make up your return? in litigation resulting from disputes arising through 
Invest $5 in Dicksee’s Auditing and misunderstandings among partners. 
Learn How Spend $5.00 * 
Save the Fine Many Times Over and Save Perhaps $5,000 
ORDER COUPON 
Please send me copies of DICKSEE’S AUDITING, 
Second American Edition, for which I enclose $ 
THE ACCOUNTANCY Name 
PUBLISHING COMPANY 
Street and No. 
NEW YORK CITY City and State 


PRICE $5.00. POSTAGE, 25 Cents 


When writing to advertisers kindly mention THs JourNaL or ACCOUNTANCY. 
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New York University 


Accounts and Finance 


Tenth year began September 30, 1909 


Among the classes scheduled for the year are: 


Subject Instructor 


INVESTMENT ACCOUNTS CHARLES E. SPRAGUE. Ph. D., C.P.A. 


PRINCIPLES OF ACCOUNTING 
ACCOUNTING PRACTICE 
ACCOUNTING PROBLEMS 


AUDITING THEORYand PRACTICE LEON BRUMMER, C.P.A. 
EXECUTORS’ ACCOUNTS HAROLD DUDLEY GREELEY, LL. M. 


CORPORATION ACCOUNTS 
PHILOSOPHY OF ACCOUNTS } LEO GREENDLINGER, M.C.S. 


WILLIAM H. DENNIS, B.C.S., C.P.A. 


' RAILROAD ACCOUNTS CHARLES B, FORSDICK 
COST ACCOUNTS JOHN R. WILDMAN, B.C.S., C. P. A. 
COMMERCIAL LAW CLEVELAND F, BACON, LL. B. 


Students of accounting will be interested also in 
the numerous supplementary classes in Political 
Economy, Business English, Business Organization, 
Corporation Finance, Banking, and so on. 


All the aboye classes are described in the Bulletia for 
1909-1910. For a copy and complete information, address 
W. H. LOUGH, Jr., Secretary, Washington Square East, 
New York City. 


JOSEPH FRENCH JOHNSON, Dean 


When writing to advertisers kindly mention Tam JOURNAL oF ACCOUNTANCY. 
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